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' . • - • ABSTRACI 

Major topic areas, major concepts, §ind behayioraV obqectives^ 

were identified and used to- guide instruction of 38 inseVyice Texas 

* w ^' 

secondary school teachers who attended the 4th/a,nnual American Economy 
Institute at Texas A&M University during Junje/1977. A 105-item multi- 
ple cho.ice test was developed. - Items of thi/ instrument y/e/e ti^d to 

specific, topic areas, concepts, and bebavioraV objectives'. - 

/ * * - 

Participants in the American Economy institute took tills ins'tru- 
ment as ^ pretest-at the b^giftning of the/four-week <program and-again' 

i » ' 

.as a posttest at the conclusion 'of the- program, Exan>tnations of 

differences between pretest scores'and dos'ttes^t s.Gores^* revealed that 

♦ ' * . J . " • ' * 

.participants had gained^ si.gnificantly^i/n understandings related to 

. ' " , ' • w * * ' * ^ " 

tM major topics of (1) The Econonjic Rfobflem, (2) Free' Enterprise and. 

\ s . • , i , ' 

the Economtc'Problem, (3) Supply, Detndnd, Markets, and- Prices (4) Eval- 

• ' / ' ^ 

uation of^the.Jree Enterprise' System/ and 'Economic performamce: Mea- 

/ ' ^ V - * 

surfes aacj Dimensions. No significant differences were observed teJtween 
pretest and posttest scores associaped with the major topic of Alterna- 
tive Economic Systems. This non-sifeni.f icant finding, on' inspection,- 
appeaced lo^be related more probab|y to an instrumentation deficiency 
than to" a programmatic Be.ficiencyj 

^ \ In general jiCthese' analyses fivealed that* the'terican Econotrf^ 



Institute was successful *1n convening to •teachers^'^^nforraatfon^r^lat^^^^r';^^^ . 

' * ' : f * V " ...^.'^'^''^r.- 

to theTfree enterprise feature' of American capital i^fH3tt?6f^^ M.,tf^' 
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is that a shorty iaiensive instructional'experience do'es^seem to 
have the capability of preparing inservice tea^^hers. to deal ^th 
topics in the free enterprise education course mandated by Texas 
House Bill ^118 of 1973.^ . 

From tfte^ lOSri tem test administered to the American Economy 
Institute participants, a shorter 50-item version was developed ^ 
for use with secondary school students. Additionally, major topics 
*^nd major conc^ts were identified that mtght;, be' useful in guiding * ^ • 
instruction in the secondary school free(^nteri:)ris^education course. 
Individual items in the 50- item test were tied 'to these topicV.and''' 
concepts as well as to behavior^al objectives that might- provide an \ 
appropriate framework for guiding in$truction. Packages of materials 
were developed^ including these behaviora^l objectives, major topics, ^ ^ 
mffjor concepts, and 50-item tests. .Two h,undr^ed copies were prepared 
and offered to schools in Texas .thrdugh invitations a)<:tend^d to the* 
Regional Service Centers throughout the state.. . - . • * / 

During* phase two of this investigation; the SD-itera^ test will' 
be administered 'in^y:l^'' f^l 1 to classes of students taXight by partici- ' 
pants in' the. American Economy Institute of 1977. The .saiffe test will 
'be given again to the s&me students as a posttest during spring 1978.^ 
Data wilt be examined with a view tq determining whethe^. teachers 
who profited greatly from the American Economy Institute of 1977 (as 
evi (fenced by comparison of pretest and posttest differences on the 
105-item version taken during summer 1977) had studehts in their . classes 
who also demonstrated great gains in terms of pretest and posttest 
.differences (as measured by the fall 1977 and spring 1978 admjnj strati ons 
of the 50-item^ versions). This phase of the ipvesti^gatioti $eefcs to ' 
discover the extent to which there is a "flow thraugh" to students 



of ^information ^cquirpd.by theV. ^teachers during the American Economy 



Institute of T977. 
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A. Overview 



•THE PROBLEM 



In 1973, Texas HouSfe'BiTl 1118 was' signjed intQ law, ' TH-is important 
'* ' • ' ' . ' ' ' 4 ^. ■ ' * • 

' ' -piece pf legislation, for the Jirst time, mandated^ the incTusioTi of "free 

^ . ' *' ^ \ ^ ' >' ' * r ^ . : '/ ^ 

enterprise education", in' the secondary school curriculum"^ iq Texas/ Pas-.- 
J sa'^e of this legisl'ation^presented secdndarj^ sdhdol administrators and 

^ " teachers with a .dileima. 'they found themselves with^'n immediate nefed to* / 
teach pigments of the "free mterpris.e system" to their 'students; but all 
. ^too frequently fqund themselves- clef icient in terms of their, expertise to . 
^ accomplish.'thiSs task/ A logical response to this situation has fleea the 
^ * development of a numt2(er of ad hot inse.rvice.^training' programs' designed wath 
•*a view to providing teachers twith a responsible ip.form|ition base Upon wtiicfr 
-y^ey can draw in their free enterprise education courses. One such prc^f^^m 
has t>eenr'the American Economy Institute, offered ^ach summer at Texss A&M 
. / ^. University since 1974: . [ , • / 

Trie program offered by the American Economy las tifute,-- similar to' those 
of»e.fBd by other institutibns and agencies, has been prem-ised on the assump-^ 



m 



^tioo that -provision of content to inservice teachers* w 11 . trariS late into 



\ 



an adequate re'presentation- of. that ^Content by those teachers to their 

own secondary ^chobr'students. This study rGrQreS.ented the first phase 

of a two "part effdrt designed tOcRrobe the supportabil ity of this widely 

held expectation. Specifically,' this study sought to determine the 

•impact of the short! fo.ur-week American Economy Institute experience on 

teachers' understandings of cohcepts related to free enterprise educcition. 

^Jhe- secand phase of this investigation will fo'cus on students taught by 

•^^feachers^-who participated^ in'the American Economy Institute of 1977 to 

determine whether the expectation that students in classes of teachers 

. wha did well in the Institute will be superior performers on a test, focusing 

on free -enterprise education to b^e* given at the conclusion of the1977-l978 

sthoal year. ' v.-o 

-^To accomplish the purposes of the first phase of this investi.gation , 

it was necessary to develop a. scope and sequence that might be*appropriate 

for the free ente^prise education course. txisting-Jexas ^guidelines in 

thisv'area, whi^e suggesting t commendable variety of learning activities,^' 

were deemed laclcing in terms of speaking tg the critical issue, of leawer' 

outcom&s. Consequently, a list of topics -was de^velopedijointly by pro/es- 

»* * * . • » 

sionalsassotiated with the 1977 Aijierican Economy Institute t^iat were believed 

' * \ • ' * ^ ' 

to be consistent with the intent of House Bill 1118,. From these topit:s, 

nineteen behavioral objectives were derived to be used as guides, to instruc- 
tional practice! Indeed, these objectives d^d serv^ to frame the instruc- 
tional activities in the 1977 American Economy In.aijtiita.> To det^Jrmioe 

the "impact of the Institute on participants, a 105m tern" multiple choice 

* * I * 

test*was developed. Individual itenvs were keyed to major topics and 



to specific behavioral objecti ves. this test was 

A 

first day of the Institute as a pretest and oa th^ 



administered on the 
final day* as a posttest. 



•Various analyses of differences betweeen pretest i and posH;test scores were' 



^ conducted with a view to determining the relative si^eagths and weaknesses 
of different components of the Institute program as well^ ap to provtding a 
more general assessment of the .influence of the total Institute on partici- 
pants understandings.. 

From titese data, a shorter 50- item test was developed. As wajs the , 
case with the 105-item test given to the Institute participants, .this test 
.was keyed, by item, to specific topic areas and behavioral objectives*- This 
instrument will be used during the T977-1978 shcool year to pretfest and post- 
test students in classes taught by 1977 American Economy Institute partici^ 

pants. Data will be analyzed as part of the secondjipherse of this inyestiga- 

• ,^ 

tion/ v_' ^ ■ 

B. ReVevant Research Background - . * ^ * 

Are teachers' demonstrations 'of pr^oficiency in training ^situations 
^ related feignificantly to cognitive achievement of learners? Bas-iC as is - 
the question, research efforts directed toward providing an empirically- 

r ' . C * 

. grounded answer hav^ been few. bunkin and Biddle (1974) point "out that 

Gage's 1964 Handbodk of Res.earch orl Teaching^include^ ojily a single reference 

*to cognitive achievement in the classroom 1n^ its massive index. 

In attempting *tp explain the'dearth of research inHhis area, McNeil 

and Popham (1973) point out that by assuming ^ a given teacher proficiency , 

is related causally to an increase in learrfers' cognitive achievement a 

researcher can concentrate on data easily obtainable at a tea-cher'training 

facility. ' TWs conyen-ient, but inaccurate, construction of reality frees 

, ^the researcher from any *obl igation to^cut through the- thorny political t 

thickets of wbl\c school human subjects research. cpmmittees as a preface 

to securing data about learners in school settings. 

» 

While some may dispute McNeil and Popham*s conclusion^, a number of « 



researchers agree that ilittle atteiition has been paid to the question of 
> 

teacher preparation as -it impacts learners' cognitive achievement. (Rosen^ 

shine»& Furs t , "^1 971 ; McNeil & Popham, 1973; Dunkin & Biddle, 1974. Turner, 

1975), In this connections Rosensh.ine and Furst (1971) assert that "... 

/- 

little investigation has.been^made of any differences in studeni; product 

o /' ^ ' • . ' ' ^' V ' * , 

measures which occur after teachers have been trained* . . . .^V in the 

■ ■ • • 

same veiii, Turner (1975) 'notes that;, "a clear characteristic of 'the recent 
research literature i^ the inadequate. attention paid to the -consequences 
of the new developments in training^ procedures," , , * / 

Need for research in »this area has been articulated by a number of 
well-known authorities, (Rosenshine' & Furst, 1971; McNeil & Popham, 1973;^^ 
Dunkin and Biddle, 1974; Turner.'^1975) Rosenshine aad Furst (1971) con- 
tend that,'Jn planning^^for teacher education,' i.t is necessary that we 
"include not only \^ys to increase our knowledge of how best to train 
teachers to perform specific behaviors, bu^ more importantly, w^s to in- 
crease our knowledge^of relationships between the specific "^acher behaviors 
and measures of pupjl achievement." Supporting this contention', McNeil 
and Popham (1973) point, out ^ that "a focus on pupils reveals far rfiore^atout 
the effectiveness of teachers than does direct study of teachers themselves.) 

^ X While^nves-tigations directed toward establishing a connection between 
teache^ training and learners' cognitive achievement have been few, spattered 
examples of. the genre do appear in the research literature. Taba (1966-), found 
that special training of t§achers inqreased both the frequency of teachers' 
use of hi^gher level thought units 'and* pupils' use of higher-lev^l thought 
'units. However, these changes did not affect pupil achievement significantly 
as measured by the Sequential^ Test w)f Educational "Progress ^Soo^ial Studies 

Test. — ^ ' " . 

Rogers and Davis (1970) found that teacher training in the use of 

* -* 



Bloom's cognitive Taxonomy decreased the frequency of teachers^' use of 

* * * 

knowledge-level categories and' increased teachers* use of higher leyel 

categories. The investigatorsNfdund teachers' use of higher level cate- 

gories to be unrelated to pupils' achievement. 

'"^Blankensliip" (1970) randomly assigned one group of preservice teaghers 

to a special learning condition that included (1) training in Flajjflers' 

Mnterafct'i'on Analysis and (2) a teach, then reteach microteachi^g -experience. 

A second ,grbup**received no s'uch training. The traine,d group, during stu- ^ 

dent -teaching, h.ad a h'^igher ratro .of indirect to. direct statements , than did 

♦ 

the untrained group. This reflected .the impact of the Flanders' training. 

Pupils of> trained teachers scored higher on- the knowledge component of a 
. . ' ' / ' . • <s 

posttegt 'adminstered after completton of. a unit of workmen "values'' lasting 
o*ne w,e§<\than did4)up1ls of thp uotrained Wachers. No diffei^ence.s were 
observed^twee-n scores of pupils in classes of trained and' untrained teach- 
ers on the'^applicarion component of the posttest nor on the WatsorT-Glazer 
Critical Thinking Appraisal. a* • ^ ^ 

Francke (1971) assigned 15 preservice teachers to a traditional teacher 
trfiining program and 15^ others to a new program emphasiz«in^ the development' 
of competencies- in certain specified- teaching skijls. Teachers in the new. 
(specified teaching 'skills), program were found .to* be 'better able to . demon- 
"strata ^teaching skills in the classrodra/than teachers ir/ the group exposed . 
, to/the traditional tr^inihg^ program, Further, after sj/udent teaching, 

learners in classes taught 'by the individuals traineflVin the new program 

• " ; ' • " ... ■ 
weresignificantly-fcetter academic achievers than studelits in classes taught 

by teachers' trained in the traditional, program. / . 

* These studies, though few .in number, underscofre the concern of ^lunkin. 

and Biddle (1974) that widely-held -assumptions regarding the efficacy of 

a given training procedure' as an alleged "promoter of .achievement" ttiay not 



be valid. ^Sunely the results of the Taba (1966)^and the^Ro^ers and 
Davis (1970)\studies give added force to Dunkin and Biddle's (1974) 
concerh. that wore attention* ^^t to be given to the demor^trated 
ratTfSr^tian simply ^ to the p^resumed' l^a^rner achievement "pay off" of 

*a specifllFied teacher*' training procec}uf^^|i' . , 

Those s-tua>es that have investigatecf the teacher- trai^ing/Vearner 
achievement question have attempted to discover a connection betf/een a 

^g'iven program's impact on teachers arid its "pass through" 'impact \)n learners 

- taught by those teachers. Nearly alT of these -studies have centered on 
teacher trai.ning programs designed to develop gen^r^pc teaching skills 
that have 'appl ication across a wide area of subject areas. Studies dir- 
ecteCi toward demonstrating the subsequent effect on learners of teacher 
training program? with a tight focus on a limited^body of content within 
a given discupline ^r, subjeot area have been' all but nonexistent. Given 
present demands for accountable instruction that seek hard evidence about 

' how learr^ers are performing within specific subject areas, -there is a ^ 
clear anS present need for-res^'arch efforts addressed to the question of, 
how subject-specific teacher training prograins affect c6gnitive achi-evement 
of learners. - / , . 

In Texa^, thi^ heed has been articulated clearly in the language of 
House Bill, 1118 tha^ becameMaV/ in 1973^' This legislative mandate directs 
that "all high'' schools will provide instru'Ction in the essentials and bene- 

'fits of the free enterprise system. "Jhe implication of this legis.lati.ve % 
mandate is that, at some pofnt, there will be 'a requirement for those 
responsible for implementing' free enterprise programs to demonstrate that, 
beyond simple implementation, students are learning something abput the 
free enterprise system. Given this cbrite^xt, the present study attempted 
to develop a sys^mat'ic data base that could be used to (1) determine how 



successfujly a given teacher training program (American Etonomy Institute 
of 1977) was giving teacrterS a solid understanding of principles associated 
with fre^ market economics and (,2) determine whether teachei^s acquiring those 
principles in this training setting were able to pass them on effectively 
1;o students in their own classrooms. « , - 

t C.^ Definitions ' ' \ ' 

1. American Economy Institiite . ^A summer program cfi reeled at a target 

: ^. ' ^ , . ^ • • ^ 

•audience of ihsenvice teachers that has been presented each suru- 

mer since 1974, at Texas A&M University,' College Station, Texas.! 

The progr^n? introduces , participants to the fundamental princi- 

pies of the free enterprise system. ^ 

Z. . Behavioral objective. A statement describing what a learner ought 

■ ■ — ■ — — — »^ 

\to be able to do (described in'^observable terms^) as a conseque^nce 
of a learning experience or sequence of learning experiences to, 
^ whfich he has been exposed. • . V 

3. ^ Contract activity package . Organized learning material ,usua'l ly printed 

"in form and given to the learner who will use It," that fdcuses on ^ 
^ ''si^^ti^^c behavioral obje^T^Tves and describes altern^ative learning 

and reporting procedures that may be used to complete work TeV&ted 
/ * to a giv^^opic. 

4. Injdiv^i dualized instructional p^uct . Instructional material organized 
' * accofaing to alternative mo(!e*s incliiding^tl ) contract, d<:tivity pat 

j<arges,'(2) Uarnimg stations, (3)^ programmed instruction developed 
by.. 1977.J American Economy Institute participants to help students^ 
in. their own classrooms tcJ learn selected concepts associated, with 
free-^nt^rprise education at a rate and at an intensity consistent 
i witfi students' individual capabilities/ 



5. leaVning station .^ A portion of a cla'ssroom v/here specific in- 
s*tructions and -^maten'als-are provided that direct students 
to go^through a prescribed set of learning experiences fo- 
cusing on a specific topic. •<»'., 
fiv . Bar^ticipant . An inseWice teacher .who enrolled in the \ 
American Economy Institute of 1977 a;t Texas A&M ^University, 
College Station, Texas. • 

7. ^ Prograpned instructional package . A Cluster of learning materials 

organized according to a mastery learning scheme. according to 

. • ( - . • 

which^each preceding^ step muste be learned to an acceptable 

criteri^ level before the next step'can be attempted. 

8. Texas House Bill 1118 . The i973"'fegi'sTa£i,on^that' directed all . 
Texas high schools to "provide instruction in the^essentials 

' . and benefits^of ' the free enterprise system." ^ . . 

/- • ' ^ ^ * - , • ^ , . ' 

9. To pic orgaip^atioh matrix . A. scheme for representing graphically 

^pics covered within a given cjontent area that depicts .their 
relationship to -individual behavioral objectiv|^ and to test 
items tied to thoset^ehaviaral objectives.' [ . 

D. Focus of this Study * . ^ ' • - 

. > ^ » ' ^ . • ' •/ , 

This study, .the first of two , parts of a broader investigation, sow§ht . 
* 1^ ' 

to deterrtiine^the impact of the American Economy Institute on part^pi^R^J^j^^ 

understandings o^he free enterprise system. ^ The most fundamental question 

^was simpfy: "Did the participants learn anything^'-— • * . " . 

' ^ ' ' ' . / * 

Before any movement at all could Be made toward answering this highly s 

interesting question,' it was necessar/^.tp identify what "it was they should 

have learned. A massive review of matferials distributed^. by such organiza- 

tions is^ the J6lnt Council on Economic Education revealed some outstanding ^ 

attempts to Identify ^purposes for a general course in introductory' economies- 



None of these materials, however, had a specific focus on the "free enter- 
prise feature of the American capitalistic system. Consequently, it became 
necessary to identify purposes unique to the free enterprise' education focus 
of the 'American Economy Institute of 1977. Thes^ efforts ultimately resulted 
in development Qf a se.quence of topics, behaviora?ti,.objectives describing in- 

.tended student outcomes related to.those topics, and a 105-itent test with . 

. ' - ^ , ' . * < ' / 

individual questions related systefii'ati^any both to topics and to behavioral 

objectives, this test was used as a measure of participants learning. \ ^ 

Differences were computed between administrations of this instrument at 

* .'^(1) the beginning of the "Americ£rTvl|conomy Institute of 1977, and '(2) the* 

conclusion of the American Economy Institute of 1977. 

This test include'd items that were written at^.twgSs^vels of cognitt^/e^, 

. sophistication (1) demonstration understandings and (2) making applications 

and inferences. Scaling of items into these two' categories oV'cognitive 

^sophistication made^U^ossibl^e to examine pretest and post^est scores 

posted of the two siibsca'.tes as well'fis to^ comjDare total test spores^ on, tti^*^^^^^ 

pretest and posttest* administrations. ' ^ * ' ^ ' \ " :^ "^^'tr^"^)^- 

This capability was of feome interest because of an<dncil lary feature /--^ :v^'': 

the s.ummer Institute program that was. thought to have sqm^ 1)e,a/iji5 Q[);, ; 

.participants likelihood^f learning^the -itiart^riaV. /'^me^torihfM 

. 5'"''' ^ 

work^(JJerman, McLaughlin, SWallin 1976) has suggested that learning ^^t)d^^'J;'Xr: ^ ' 
I . commitment may be enhanced when participants .are d-irectly involved in' \' 

^ materials development. As a* consequence of this finding, p^^icipants : ^ 

— -v^v/e4:e^p^ovaded opportunities to develop individual instructional products 

• ' - ' ' ^ - ^ ... , 
were assigned speci/ic beh"a,vioral objecti ves;,|:a use as g focus fQC the^ 



^ .development, of these materials; By fo'l low1nVthjl|;. .procedure; ihe stage 
was set for a. comparison between parti ci pa njAgi^^ia^.s^ pretest 



a.nd pos^ttest administrations on test items associated (1) ^th behavioral 
objectives used as bases for development of individual ifistructidnal 
products and (2)' with behavioral objectives not used as bases fon development 
of 'individual instructional products. . , - ^ ^ 

Finally, since ''specified clusters of test items/ were .tied to each 
Topic covered during .the American Economy Institute of jg^T.^ jt-wa^s pos- ^----^ 
sitle to compare gain scores across all topics^ for the purpose x)f determining 
any areas of particular strength and weakness. This j'nteresj: and those 
mentioned above resulted in the generation of the following research 
ques.tions. • .\ ' . • ^ * 

• 1. Did particiVa(i^ts score higher on the posttest than on tha pretest' 
* as measured by a comparison "of the^itwo total test scores? 

2. Did pai^'tici pants score higher on the "demonstration of understandings 

' , - ' * *f 

* i items on the pretest thcin on the posttest? 

3. Did participants score higher on the "making appjfications and irifer- 

ences" items on ±he posttest than, on the pretest? 

4. Did participaht-s score higher on i tems'associat^d' with each topic 

on the posttest than on the. pret^t? ' ^ ^ 

"*5. Did participants score higher' on the posttest than^on the pretest ^ 

' " . ' ' 'V' ■ ^ ^ ' - • 

on i/tems^ied to behavioral objectives that were used to guide 

.preparation of individualized instructional products? Q 



METHODOLOGY 



A. i^ reatment 

■■ , • 

In its most general sense, the "treatoient" for this sjudy consisted 

of the substantive contend apd ^earn^r^r^^{m€es^<yyfhith partfftf'peints 

in the 1977 American Economy Institute were_expo^d.' This .fqur-weeK. pfp- 

gram, from June 6 to July 1 1977,2exposed pai^i-eipent^tO'^Economics* 615 

(The American Economy), a course designed .ta.promote -un4erstand4^§^^-febe- 




'free' enterprise feature of the American capitalistic system, and tc 
EDCI 689a (Individualizing Instruction .in. Economic Edu(fati-on)% a course 
designed to provide psrticipants with expertise in instiructional materials 
design and with an oppoftun^ity to pr6duce economics-related learning materi 
als for use in their own classrpoms. ^ * - ' \ 

In attempting to identify a framework for;'Etonomixs '615, course guide^ 
developed By such groups as the Joint Council on Economies^ Education vtejst 
examined. While much of merit was found in fh^se materials , .their general 

"^foc.us tended to be broader' than desired th-an the desired singular focus on 
the free ^enteVprrse feature of the American capital istic .system. ^^^A^ocu- 
ment prodyced, b^ the Texas .Education Agency, Teaching the Free Enterprise 
System ig; Required Social Studies CqurSes , was also reviewed carefully. 
Whi,le containing commendable advice and suggestions in the a.rea of student- 
involving classroom, activities, this materi^al , too, was found to be sonie- 
what diffuse in its focus. This finding, logical enough considering^^i ts 
purpose of suggesting how free enterprise ^contents' might be fitted into 
exisiting c6ursQ strutures, suggested that the documen-t would not be an 
appropriate referent agai-hst which to structure a course with an ekclusive 

, focus on the free enterprise feature of the American capitalistic system. 
Since available materials with this focus weVe found to be unavailable, •a* ' 
decision was made to borrow from available sources, when appropriate, and 
to construct new^r^aterial , when necessary, with a view to developing a list 

^ of topics and behaviora^l objectives that mjght be appropriate^to guide 
instruction aimed )it delivering content that would enable teache^ to 
do a' creditable job of teaching a free enterprise course consisteirS^with 

Vthe intent of Texas Ho use B^ll 1118, . ' ' r • 

• This effort resulted in the following major topics, major concepts, 
and behavioral objecti v^^'being identified: 
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- Topic A: The Economic Probl^m- ^ - _ 

• Major Concepts : Economic- Wants , Productive ResourcesV'^Scaroi ty. 

and Choice, Opportunity Costs, Trade-Offs, 



Marginalism and Equal ibrium 



Behavioral Objectives: Participants will point out* central . 

features' of the "economic problem." 

Participants^ will dgfinfe and describe 
- _ , * . . relationships between the contepts 

. \ ' . "scarcfity^'^and ^opportu^ 

Topic B: Alternative Economic Systems ' - . , ^ ' ^ 



•Major Concepts: Tradition, Command/Centralized Economy, 
Market/Decentralized Economy, MiXepl I 
Economy,* Economic Activities 
* * 

* Behavioral Objective: ' Participants wil 1 ^differentiate among 
y ^ "traditional economiesV" "market/decen- 
' \ . tralized* econonvtes and "mixed ecbno^ 
M mies>" - * . 

Topic C: Free Enterprise and the Ecgnotnic Problem • - 

Major Concepts.:^ Incentives, Market Mlechani^m, Competition, 

Circular Flow of Income, Role of Profits and 
Losses,^ Economic Frejedom^ Property. Rights,.^ 
Limited Government. \ ^ " . . 

Behavioral Object^yes^ fertici pants will describe ^producer and 
. ^ consumer incentives^ in a free enterprise 
' ' ^ economy. --^ " 

: ^ Participants wilVdescribe the marT<et 

. . mechanism. * ^ • 

• . • -Parti cipaJts will identify the role^ 

played by competition fn a free enter- 
' ^ prise econoniy. . 

Participant's will point out the scope, 
and fun-ction of property rrghts in a 
free market economy. 

' . ^ 

' Participants wiU^dentify effects of^. 
, ' ' profits and los^ejin a free enterprise' 
ec(j)nomy . - ^ % ^ ' . , 

Topic D: Supply, Demand, Markets and Priceg ■ ^ ' 

•" " , . * * . * ' 

Major Concepts':" Microeconbm'ics., Market, Supply and Demand, 

Prices, Wages, Rents,' Interest Rates , ^ Market 
"Structures, "Other 'Things., Being Equal," ' 



.Behavioral Objectives: Participa n ts w i -U- define the^-concepts 
^ : "si/pply" and *'dertiand" and describe how - 

changing relationships between supply • 
\ ' / and demand affect prices. 

Participants will describe the role of 
• • ^ . , prices in a free 'market economy.' 

• « 

Participants will describe variables 
that go together to define ,a "market 
\ • structure." ' ' . , , , , 

Topic E: Evaluation of the Free Enterprise System * 

« 

"Major Concepts: Goals of Society, System Performance, . 

' Role of Government ' ' ^ . ' ^ 

^Behavioral Objectives: Participants will critique <he perfor-. 

. mance of economic systems ii/ terms' of ' 9 
^ their (a) al locative , efficiency, (b) 
..d;istrtbutrion of income/wealth,, (c)^ 
ability to. protnpte economic .stabil ity. 



Participants wiVl identif:Pg'oars of ' ^ 
, • • :«ociety and point out how alternative 
priorities amorig these^goals*affect the 
. nature of a given economic system. 

• Participants will evaluate governmental 
• ,^ intervention'in th6*^pnivate sector. 

Topic F: Economic Perf or4n»nce : Measures.and Dimensions ^ 

* ^Major^Concepts:, Statistical Concepts, Pr9duction, Employment, 

Income;, ^Prices 

Behavioral Objectives: Participants wil,l define the concepts 
> , "labor force, "."full emf)loyment," and 

• "unemployment." . 

f . 

.' . fParticipants will identify. and describe 
-mea^sures of "economic performance" in- 
^ /eluding GNP a;nd NNP. < >■ .. ' 

Participants will name selected data 
' , sources where information rela.ted to 

' • • ' 'measures of "econoitii'c performance" can 

. ^ , - -. be .found. . ' ' 

'\ Participants Will ' identify recent rafe' 

of inflation and describe tha impact Af 
both inflation and deflation on pric - 
and purchasing power. . . 
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. — ■ ■ ■ '"J* ■ — » ' 1 ^ ' 

* ^ . ' , Partieipants will xiefiae aUd differ- 

• . ' • . entiate among the concepts ^'amount,"' 

"rate," "^index number," "real value," 

' - : , . ' ^ ^ and "nominal value. ' / 

* *** «' 

^ Jhese topics^ major concepts, ''and behaviaral objectives provided a 

"4 • * 

franie\york that: guided instruction .in the. Economics 615 component of the 
\. Americ'an^E,conomy Institute'' of 1977., Learning resources for the course ^ 

included a te)$t (Cainpbell R. McConnelf. Economics / '6th edition. New York: 
McGraw-Hill, 1975)- and daily presentations by John W. Allen of the Texas" 
A&M University Department of Economics and .by invited guests from both 
the academic worldvand from t^e private sector! Total instructional time 
averaged thre'e to faur hours daily for the- four weeks of the American 
Economy Institute. ' 




Approxim^taly two to/tnr^e haU^is-^^ instructional time was 

provided for the portfori^fthe Institute centering on EDCI 68^a. Learning 

- , - ' » 

-^resources for this course p'ncluded texts (David G. Arnvstrong and Robert H. 

' Pinney/ Record Keeping f^ Individualized Instr:xictional Programs . Washing- 

ton, D.C., National EducatiorKAssociatiofi Publications, 1977; Ri.ta Dunn ' 

and Kenneth Dunn. Prac-tical A piroaches to Individualizing Instruction> Con- 

' tracts and Other Effective Teaching Strategies . Wes.t Nyac'k, New York: Parker' 

fliWshing, Inc., 19^2), presentations by Oavid^ Armstrong of the Texas 

^ A&M University Department of Educational Curricul U5[i .^cl>^truction , and 

.' / \S'\~r^^s^ handouts' focusing on practical •approaches'*to developing learning 

stations and to preparing programmed instructional materials. The foe us^ 

o,f t-his course-was two-prongeb. 'On the one hand,, .there was a desire to 

pravide participants with a general background in the apea of materials 

development for individualized programs. On .the other hand, there was a 

/ - . desire' to provide parlh'cipants with opportunities to get "hands on" experi<- 

'' enTr'i«»'^7vyoWng ipdi'viJiualized m^^^ 

\ f" . . ' ' ■•'f . -V " ■ .7'" ' 

ERIC ; -20 , 



prise system, that they would have prepared and ready *to use in Jtt^eir ^ 
Qwn classrooms during .the 1977-1978 school year. * 

Pg(^rticip3fn?s were providied with specific gutdel ines' relating* to the 
preparatijon of materials organized according to the following apprcJaches : 

- (1 > contract .dctivJty^pd.cXa[ges; -(,2) leard'ihg stations or learning centers.; - 
(3) programijied instruction. Additionally, all participants were required 
to develop a record l<:^p\njg system to help.thenj track progress of individual 
students ^ they progressed through the adopt;ed program. Further, partici- 
pants developeS* resource materials* lists including items they might wish 
to dravy from as students began work/ing with materials, they developed. j, 

Because of- the investigators' interest in 'determining whether parfioi- 
pation tn a "Hands-on" instructional materials development task had a facili- 
tating effect* on participants learning of content related to , the instructional 
materials they developed, participants" were asked' to develop "instructional 

" products" , (contract activity packag^^s, programmed instructional units, learn- 

ing stations/centers) focusing on content jimited to the following eight' -A 

behav;ioral object;jves: . ^ ^ ■* ^ ♦ ^ *. ^ 

1/ Studtehts wUl point out' central features qf the "economic 
problem. " ^ , ' ■ . ^ , ^ * ' ^ 

,^ Students ^ill define a,nd destfibe relationships. betwe'en the ^ 

. concepts "scarcity" and "opportunity^ cost," ' . 

3. Students wil^5''4iJferentiate among "traditional economies," 
- * . "command/centra l\ed economies "mar ket/deeentral i zed econo- 

mies," and "mixed economies." / ^ ' ' * ' ' '\ ^ 

, ' 4. Students will descirbe 'producer and CiOnsiimer incentives, in a 
^ free enterprise economy.^ / .\ 

5-* Students will -describe the marlcet mechanism. * • > \ 

^ • ; , ' " — > ' • ^ : 

6. Students will identify the role p.layed by competion -in a 
- ^ -free enterprise economy.. ^ / ' " * 



' — ^ ^ — r '—^ 

^7; Students will identify effects af profit? and losses 
a. free enterprise economy. ' \ * ' 

.8. Students will point out the scope ^nd function of prpperty 
rights in a free, enterprise econoni)(. 

B/ Sample ^ , • ^ ^ 

; The sample used in this investigation included ^all participants in 
the 1977 Amejrlcai) ^cQporny Ins ti\tut£. presented dt 
tollege Station, Texas from June 6, ]977^ through 



Te)|a^_MM Unive^^^^ . 
July 1 , 1 977V Air. pd^;ti-/ 



cipants were Experienced teachers intending to return to their respjective 



classrooms for the -1977-1978 school* year. 'Of th^ 38 'participants^^ all , 

^ ' , ^ I ' V - ^ 

but four were secondary school teachers. These .individuals were. selected 

on a first-come, first-ser'Ved basis from appl ications received as a result', 

of 'Si. distribution of brochures to se.condary schqol administrators, wprd-^of- 

. > • . • * \ ' , 

mouth recommendations from' participants' in Ijj^titutes qffered previous*. 

years, and from an advertisement in the ley^^ Outlook . Supporting grant 

money, frorti tfrfe Texas Bur.eau foPEconomic Understanding and rnvest-^in-Amer.i'Qa 

* . i' » , 

National Council, Inc. paid for tui'tions'anii books for all participants. ^ 

» \ ' ' . • ^ ' ^ ' . ' (p 

Geographica'lly, they came fr<)m^ nearly every part of th^ State of Texas. 

. ^ . y * ' 

In terms of age and ^xperienge, they varied fxop-*^^ers pom\ng frestx from 
their first teaching position to those looking rmwrdTbo retirement: aftet^ ■ 
thirty or ijiore years jn thfe classroom. In terms of background in economics, 
most had a single CoUege-level course or less, a few had a sul)Stantial 
undergraduate background,* and one ihdi/vl^ual held a mastery, d^gee in tRe 



, field. Most were teaching 1'n social. 

■ • ' ^ ^ ^ 

a large majority were btisiness educat 

C. .Design ^4 

this Investigation utilized a si 
> 

dp^ign. As Campbel] and Stanley (19i 



itudies departments/ Of the others. 



ion teachers. 



mi 



pTe one-group, pretest-posttest 
3) note, this des'i^has severe In 



tatTons as a*deVfgn-for-expeHtnenta+ reseated. -However, it -should be 
noted that this investigation, "in character, is evaluation research 
directed, primarily toward an assessment. of the impact on participants 
of the American Economy Institute of '1^77.. Hoicla^im is made for 'broader, 
application^ of the results. However, sojne of the products cjf this' effort, 
for example the test instrument? developed, have' potential for applicatiorl 
in research efforts^more ttuly "experimental . in ch^racfeer. .Phase II 
of this project may wall generate^more .widely gerieraVizable informatiorr. 

The present study ^yttlized simple "t tes.ts" to compare differences 
between pre.test and po"st;test scores. .Differences were designated "signi- 

ficant" all cases where computed "t" ex^eded tabled "t" at a critical ^ 

*' > , * • ^ - 

rTeVel of .05. The following comparisons wer.e made* 

^ . . . \ / \ - • ^ - . 

A Prestest, scores^ on th& entire 105-iteni "test 6f free enterprise 
understanding" ,and • posttest scores on the entire T05-item "Jtest^ 
Of free enterprise understanding." ^ * ^ * , 

* ^ i • 
'Pretest scores, on the 87 "demonstration of understandings"-level 

items on tfie "test of free ^enterprise understanding" and posttes^t 

scores on the 87»" "demonstration .of understandings" Jev'el items on 

the "test of free enterprise understanding." ' - - 

Pretest scores oh the T8*"makfhg aSpHcations ando*nferences"-leve1 
items on the "test of free enterprise understanding" ani;! pdstte^t itor 
on the 18 "making applications and inf6rer)ces"-level items on. the 
"tdst of fK^ee enterprise understanding. " ^ 

-^Pretest scores-on the 13 itejns on the "test of free enterprise ' 
" . 'understanding" focusing on the topic *'The Economic Problem" 

^d po^test scores on the 13 it^ms on the "-test.of free enterprise 
understanding" focusing on the topic "The Economic Problem." 



Pretest scores on the 5 items on the^^'test of free enterprise under-/ 
standing'^ focusing^pn the topic "Alternative Economic Systems" arid 
posttest scores on the .,5. items, oa the "test of free enterprise, under- 
standing" fo(iusijig on the^-topic' "-Alternative Economic 'Systems." c 

Pretest. scores, on the 20 items on the^ "test of free enterprise 
understanding"* focusing on yie' t6p4^''Free Enterpris^e and the Economic 
Problem" and' posttest scoref on^ThFm items" on the "test of free 
enterprise. understanding"/. foc^^+j^t-9rb|:he,^^^^ Enterprise and 

^he Economic Problem." . — - - - ' 



• Rretest scores on tfie 24 items on the "test of free enterprise 
Understanding" focusing on the topic "Supply, Demand, Markets^ 
and Princes" and posttest scores on the 24 items on' the "test of 
free enterprise, understanding" focusing ^gn the topic "Supply, . 
Dejgiand, .Markets and Prices." ' 

Pretest scores on the 2] items *on^the "test of free enterprise 
understanding'* .focusing on the topic "Evaluation of the Free' 
Ent-^rprise .System" and posttest §cores .on the 21 items^pn the j 
"test of free enterprise understanding" focusing of> the topic ; - 
^'Evaluation of "the Free Enterprise System." • i ' 1 * - 

Pretest scores on the 22 items on the "test of free enterprise 
- understanding" focusing on the topic "Economic Perfodnance: Measures 
and Dimensions" and] posttest scores on the 22 items on the "test 
6f free enterprise understanding" focusing on ,the^opic "Economic' 
Performance: Measures, and Dimensions." ' ^''^ . 

Pretest scores on the 39 items associated with behavior:al . objectives 
that guided dpvelppmerit^of participants "instructional products" 
and posttest scores on the:39 items associated with behavioral i. 
^ , objectives that gciided development of participants ''instructional 
products." , ,^ ' • V ' ^ 

Pretest scores on the 66 items njpt associated witl;i behavioral objectives 
thai guide'd,^eveJopment of participants' "instructional products^' and 
posttest scoras ^n the 66^ items not associated with behavioral objectives 
that. guided development of participants' "instructional products." 
"* • * 

D. Dependent Measure ' * ' ' . • 

Once major topics, major concepts , ;and behavioral objectives were 
identified^ a dependent measure consisting of a 105-i^em multiple-choice 
test was constructed., Available tests, though commendable .for thfe pur-' 
poSes for>#which they were designed, were found not to have the appropria^te 
narrow. foc-us on issues associated wrth^the free enterprise feature of 
the American capital fstic .sys^em^ To assure .that testing* had a^^gical 
aod-a congruent relationship Wi^j^tJi's contentS'^being presented dpring^ 
the Economics 615 compx)nent^of^e,457^Merican Economy^ Institute, a ^ 
decision was made to develoj^-a test specifically targeted toward the 
topics and concepts that 1iad been identified to guide instruction during 
the-. Economics ^61 5 component of the.. Institute. 

• . . ♦ . 

Items Were examir;ied, for validity by, experts irr economics. ^Relia- * ^ 



bil.ity was chepked by running pretest and posttest data (from 1977 
American Econp.,y Institute participants) through a TESTflT program. , 
TESTAT, a procedure modified and edi'ted by Donald G. Barker'and* ' 
Walter F. Stemming based on D6na"ra'J. Veldnjan's Fortran Programming 
for tha^havioral Sciences\ (New York: HoU, Kinehart, Winston, 1967) 
'provides a measure of total test relfability (KR- 20 formula) and " " 

provides point-by-serial correlations between individual items and (1) 
subscales and (2) total test scores. ^ , . ' 

On the pretest, -total test reliability was 19290. On the posttest, ' 
ther^e was a .somewhat surprising decline from that level to .8559. A ^ * 
slight difference in testing procedures may account for this difference. 
The pretest, administered on the first day of the 1-977 American Economy ' 
Institute, was the only assessment instrument giv^ th^t day. But, on 
thi^. date of the posttest, July 1 , 1977 - the final day of the 1977' Ameri- 
can Economy Institute, an additional, very challenging 20-item test was 
given. Possibly, thj^ factor 'of "test fatigue" contributed to the diminution 
of competed rel iab\l i ty on the posttest. Even with the' decline, >rfvesti-^ 
gators concluded that reliabilities were high enough ^or"them to have . 
confidence in the reliability ofthe Instrument developed for use as 
a pretest and as a posttest* 

" /. ' 

^ - FINDINGS • . ■ - . • . 

T-tests of differences between participants total scores on the 
pretest and on the posttest revealed th^it there was a significant ga^tn, 
^;F^rther, t-test comparison of differences between pretest items and . 

;Pos1;test items focusing on, each of the major topic area^ revealed Ttgii1^-^-~ 

' ' *»■ , ^ • ' ' 

ficant gains in scores associated with five-of the six rflajon topics^;- "t-^ 
The pattern of pretest and posttest scores by total test and by najoV ^ 
topic area% is illustrated belowt 
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Other findings^ included a significant .increase in posttest 

scores over 'pretest scores oa it^ms written at tire less challenging 

"demonstration of understandings" level. Further, there was' a - . 

significant increase in posttest .over pretest scores ofv items written 

atvthe mSm^allenging^ "making applications and inferences" level.' 

• . . . . • - 

Posttest scores on clusters of items^^associated wi th -behavipral objep- 

l ' ^\ * ' - • 

tives participafnts used to guide^ development of "irfstrljc^Jtional pro- 

ducts'- 'we're significantly higher than pretest' scores. Likewise, post- 
test Scores on clus^te^s of items associated with beharVi^oral objectives 
that v^ere nat used to guide development^f "instructional products^' 



lILjiiefe.Jiigh,er than the parallel pretest scores,. 

iit^Vifimary, thV, following reseaVch^'KypoffiFses were^ sustained: J 



- - } . Pdsttest 6cores' on ^the entire 105-\tem test V/ere 
/ ' .significantly higher Ihap pretest ^scores, " . ' 

- 2.' Post'test scores oit clusters of items associated respective- 

ly with the' major topic areas of 0 ) The Economic Problem, ' 
L."_l,.l ^ . .,7^* (2) Free Enterprise and the Economic Problem, -t*3)^ Supply^ 
Demand, Markets and Prices, (4) Evaluation of the Frjee 
Enterprise, System, and (5) Ecoriomic;Per.formance; Measures 
and Dimensions were significantly higher th^n pretest scores. 

'3;^ Posttest scores .on the 87 test items written-at the level 
of "demonstration of under^anjdings" were significantly , 
. higher than pretest scores. 

4. Posttest scores on the 18 test items written at the level 

" - 6f "making applications and inferences" were significantly 
higher than pretest scores. - 

5. Posttest scores op the 39 it^mS associated with behavioral 
objectives used to guide deveTo£menf of "instructional 

' « ' " products" were significantly hi"gher than »pret^t scores. 

"* 6; Posttest scores on the 66 items not associated with behavi- 

'~ ^ ~~^ra1 objectives that guided the develop ment o f "instructional 

) products" were higher than pretest scores. 

- ' The foil owrnjg research hypothesis was ^not sustained; 

" - ^ ^ ' ; ^ " . i " ^ - 

' 1. No significant difference was observed between pretes^^ ^ 
. scores on clusters of items .associated with the majgr' . 
^ 1 ^ topic 'area of Alternative Economic Systenjsr. y;, ^ 

^ . . ; < concldsions. ^ ^' ' - ' ' 

In general; findings reveaVed that^the American Economy Institute 
of 1977 succ^ded in transmitting content associated with the guiding 
behavioral objectives' and major topic areas. Fujrther, instructional 

„treatment in fiv.e of the six maj.or topic ar^as re§ulted in significant , 
gains in test score performance as revealed in comparisons beween pretest* 

^and posttest scqres. 'Only with respect to the major topic area of Alter- 
native Economic , Systems were no significant differences .observed. This 
finding might be explained by the very srtiall number of test items (five) 
.associated, with this ar6a and the high scores individuals achieved on 
the prete$t.^ The implication is^. that ' Knowledge, in this general topic^ 



area apparently had been acquired by a sizable majority of the-Insti- • 
tute^ participants before, their involvemeni. in the Institute program. 
The. very high scores on the pretest liefj;/1ii ttle room for improvement 
on the posttest. Indeed, the.posttest revealed a "topping^out" effect 
characterized by individuals responding correctly -to. ^very ^e of .the ' ^ 
i^ms associated witfv the major topic of Alternative EGonemic Systems. 
IhH "toppirfg out effect," a phenomenon xa^sed by 0) participant? . 
rather highJeyeT of knowledge regarding this area and (2) the very small 
number of items available, put^a , ceiling on 'posttest scones that resulted 
in their not K^ing capable of providing an incremental gain over the 
very high pretest scores that was sufficiently large to^ achieve statisti.cal 
s-ignificanc$. , , / ' 

Thus, the failure of significant .growth associated with the topic 
of Alternative Economic Systems apparently resulted more from problems 
associated with measurement than with any learning problems participants 

encountered. Indeed, participants* background in this area was sound enough 

/ • - - - . 

in this area to-raTse a question about the adyi^ab:il iiy o,f devoting limited 
instructional ■'time to a consideration^'of this i>ssue \n the Institute. Some 
thought may be given to revising tjie topics to be presented duriDg the 
i978,Ameri^n Ecociomy Institute to-el imifiate a spegial blocfk of instruction 
focusing on Alternative Economic System^. ,| 

In summary, the results, of the testing program reyeaTed no seriou's 
"soft-spots" in the Institute program. 'As measured- by the administrations 
of the pretest and the posttest, participants demonstrated marked growth 
^4ji .their understandings of concepts 'associated wfth'major topics. These 
data suggest no need" forv extensive redesign of instVuctiona'l procedures 
as^ocia^ted with any of the major topic areas^ In essehcfe,,i!hie' Implication 
appears to^ be that the instructional model being utilized is basically. « 




50und andvthat, in preparation-for ■ the *Ameri,can Economy 'Institute of 
197&, efforts^vould be directed mbre properly at honing and refining 
procedures used during the 197.7 Institute than a* comprehensive re- 
designing pf the program. V " 

• CURRICULUt^ PRObUCTS RESULTING FROM THIS, STUDY-' 



As noted'^grevious'Vyi thi^s study ^ompri^d the firs-t,;^pKase cif 
two-part effort. The second pthase'w.ill be di>!ecte^'t'^^p^a^ses - 
the free enterprise understandings of stui^,enft^,tai^^|rti>y ^ 



in theJ977 American^ Economy Insti$ute.^?Th15,.wiH/be^aQCjTO by 
administering a pretest in the 'fal^osf^''^|^^ spring 



of -1978. The instrument to be admin i^ter'fe^d -t^ the secondary school 
Students^ represents a 50-item distillation of the lD5-item' test given 
as a pretest a^nd a*^posttest to .the 1977 American Economy Institute par- 
ticipants. . 

* • ^As was tha case with the 105-item version, this test was referenced 
.to major topic, areas, m3or concepts:^ arid behavioraVobjectives*. The-^ 
major topic, areas were identical to those used as foqi for the American 
Economy Institute of 1977^with a. single exception. The major topic of 
Alternative Economic System was el iminated, Jhis was done for two reason^ 

First of all, results- from testing with 1977 American Economy Institute 

* ^ > .* - , - » 

participants revealed that a good deal of -information about this topic 

was available outside of a formal course* si tuation. Second, the topic,. 

though certainly appropriate for a general^ cour^se in economics; did not 

m^iet the criterion of oJose association with the free enterprise feature 

of the Americaji capital istic system. Deletion of this topic left the 

following five: , ' ^ ^ .• ' . ^ • 

' , * • *^ 

\r Jhe Economic Probliem , 



2\ Free Enterprise and the Economic Problem. ' 
' 3, Supply, Demand, Markets and Prices 

4/ Evaluation of the Fre6 Enterprise System 

' 5, ^Economic Perfofmance Measures ' ' : - 

The 50-item test itself was constructed after a careful .consideration 

T ' . - ! ' I 

of ^inalyses of data. from pretest and positest admin"jstrati6ns of the 105- 

' *" < > • - 

item instrument during the* 1977 Amer,tc;an -Economy Institute. Items from 

Jthe 105-item test were eliminated that on "both pretest and ^ostest»^were 

characterized , by negative point-by-serial- corr?elations with total test 

••■ / " 

scores and by*'eliminating items that on both tests had* porint-by-serial 
correlations with total test score^.^lw^the leve] of +.30 and above 
the level of +.85. A few itemS'wer^ Ine+uded; that violated these decision 
rules because of^desire to include 'questions 'focusing .o^i major concepts 
associated with eaeK of*the;five major topic areas noted above, ^ ^ 

Jhis 50-ttQrf)^est and ttie major topics^ major coni^^fcs Tlm?^ 
objectives wer^ dirganized into a 29-'iPage booklet_entitled« "Behavioral Obj^c- 

tives. Major Concepts, A Topic Organization Matrix, ajid A D^elopmenta] 

' * ^ • * 

•^Version of a 50-Item Test for a Secondary SchooJ Course in Free Enterprise." 

Out of a recognition of the very limited quantity'of materi^tl presently 

available to ,guide course development to mefft the free enterprise education 

requirement established under Texas House Bill 1118, a decision was made* 

to print 200 copies of these inaterials. Copies have been distributed to 

all Regional Educational Service Centers in Texas; to the: Social Studies 

Coordinator at the Texas Education Agency, to a number of district-level 

"social studies coordinators, and to the Educational Resources Information' 

'Center (ERIC). The Texas A&M Un^ersity Center for .Educa.tion and Researclj 

in Free Enterprise has agreed to underwrite costs associated .wi th^distri- 



bution of the%g/n)ateria1s. Agencies and individuals have been^ invited 
to. request additional copies of these materials for distribution" to 
^'nterested parties. 

! This investigation al^o spawned the development of a number of 

"instructional products." Developed by. participants during the American 

* i 

Economy Institute of 1977, these "instructional praducts" include ^(1) 

' ^ ' ^ . \ ^' ' 

programmed learning materials, (2) contract activity .packages, (3) re'cord 

keeping schemes for free enterprise education programs, and (4'; learning 

centers and learning stations instructions. Participants developing 

these materials signed a release authorizing their duplication and distri 

bution to interested parties. Th'ese materials hav€' been catalogued and 

will form initial "deposits" in an "Instructional Ma-terials Bank" to. 

be housed and. managed by the Texas A&M Center for Education and Research 

on Free- Enterprise. The Center is presently undertaking a publicity 

program designed to advise^Tekas educators that these materials .are 

available- T'he Center will underwrite some reproduction and mailing 

costs. A total of 78 separate "instructional products" were dev^eloped 

dJVing the 1977 American Economy Institute. These ^st\ident-oriented 

materials will be available to interested individuals after September 

1 , 1977. .... 
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^ APP^ENPIX A 



-A-Matrix of Major Topics, Major Concepts^ 
Behayior^al Objectives, and Related - 
Test Item Numbers Used During The ^ 
"American Economy Institute of 1977 
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.A .MATRIX OF MA5oR TOPICS, MAJOR CONCEPTS, 

BEHAVIORAL OBJECTIVES ,#ND RELATED 
'•'.'T-EST ITe!m^-NUMBERS USED DURI'nG THE " 
AMERICAN ECONOMY- INSTITUTE OF 1977 " 



A.' Th'e-''.EcQpjOiilia Problem 



\ 
\ 



B. Alternative- Economic^ Systems 



Participants vtili pofHit :oiit /central 
ffealures of the "economic problem." 

Participants win define awd describe 
relationsfTips-Jb_e:t^weSS 'the" Concepts • 
^'scctrpity" and ^^opportunity .cost: " ' 



Participants wi1^""dn-fferentiate among • - 
"ti^adi,tiona^ ^conomie§,"' market/decen- 
tralized. economies," and "mixed Economies."' 



1 . 

3. 
4. 



'Economic Wants , 
Productnye Resources 
Scarcity and Choice 
Opportunity Costs, 
Trade Offs 
Marginal ism arjfl 
.Equilibrium 



( - 



1. 
2. 
3, 

5. 



Tradition 

Command/Central ized 
•Market Economy 

Mixed Economy 
•Economic Activifei'es 



>7 



1, 2, 3', 4,- 5, 6, 7, 
8, 9, 10, n,^76, 77, 

83 ^ 



12, 13, 14, 15M6 



TOPICS 



BEyAVlORAL 
OBJECTIVES 



If *■ 



maDor . 
concepts 



• -\ ■ 



'ITEM 

'numbers 



, ' Cv .Free Enterpris,e and t he 
Ecbnomic Probleni • 



Partjci pants ^wilt descrJt^^ .producer 
and consumer incentives -in a 'free 
enterprise economy. 

.Rarticfpants will describ'e the mar- 
ket mechanism.. 

Participants will identify the role 
played by competition in a .free • 
enterprise .economy. 

j .^Participants will identify effects 
of profits and losses in a free, 
enterpirise economy. 

Participants v?ill point out the 
scope findl function of property , • 
rights in ^a^ fr6e ma^et economy. 



" D> Supply, Demand, 



Markets .and Prices 



Parti c'i pants will define ^e' . ' ' 
concepts, "s^upply" and "demand" 
and describe how changing relation^ 
ships be'^weeji.s^upply and demand 
effect prices:' 

^Participants will d&scribfe the role 
'of. prices in a free market .economy. 

^Partic-ipjints will describe variables 
that Tgo together to define 
a "market structure. " ■ ^ . 



1 Incentives . * ^ . - 7 

2.. Market Meclianism ^ 

3. ^ Competiti'on . 

4: Circular Flow of Income 

5. Rol-e of Pr^fits-and Losses 

6. V Economic FreedQin 

7. \Propertj; l{1^ghts 

'8. -limited Government 



1. 
2. 

3;. 



Mieroeconomics _ 
Market ' » , '. 

Supply and Demand 
Price's, Wages Rents," 
Interest Rates . 
Ifarket Stfuctures 
"Other Things Being Equal" 



/ 17, 18, 19, 20, 21, 22. 23, 
24,'.25;.2&, 27, 28, 29, 72, 
73, 74, 75-^, 78, 82, 84 



' 30, 31 , -32, 33, 34, 35, ^6,«'37^ 
• 79, 80, .81-, 85, 86, 87, 88, 89„ 90; 
-91 , 92, 93, 94,- 95, 96, 97, 105 



^.1 



-4 



3-8 



> > 



Evaluation of trHe^ee 
Enterprise System 



J. 



Economic. PerformancaL . ^ 
Measures and--Oimensions 



Participants will critique the perfor-. 
manee of economic systems 'in terms cJf 
their (a) allocative efficiency, (b) • 
distributicin of iVicome/weal th, (c) abi- 
lity to" promote economic stability. 

-Participants will idfentifS^ goals of 
society and point -out how alternative- 
priorities among these goals affect ^ 
'tbe nature of a'given economic system. 

Participants will; evaluate governmental 
intervention in the pri\?ate sector. 



Participants will define, the 
concepts "labor force," "full 
emplQyment , "_ajid_!!iiflmOi3yment. "^ > 1 

Part ici pants wi 1 l^^ldentj fy^anct^esjcxxfe^ . 
measures of "economic performance" 
incJuding^^P and NNP. ^ ^ . . 

Participants wtH^^'name selected * \ 
data sources where information related 
to measureV'Of iJ'economic performance" , 

.c|p be 4pu7id^,/^, ^ J 



Participants will identify recent 
rates^of -'tfrflation and describe the impac£ 
of'^ptlr^tnffatiw and deflation on prices^ 
and purchasing powerT 

Participants will define and differentiate 
among tba-c^nce^ts^^'^-amountj-^ "rate," * 
"incfe^ nulT^r,"^r"rea^^ and 
"nofmrtaf-valueJ' 



1 . ' Goals of ^Society 
'2. System Performance 
3. Role of Government 



17 "^Ft^iCll tonce'pts^ 
^.^ Prij^djyction, Employment 
Income,^ Prices < 

3. ^ Income 

4. Prices 



38, 39 40, 41, il?, 43, 44, 45, 46 

47, 48, 49, 5Q^,/51, 52^ '100, IQl, 102 
103 . ■ 



*53, 54, 55, 56, 57, 58,. 59, 60 

61, 62, s63, 64, 65,, 66, 67, 66, 
69, 70, 71 , 981^99. 104 
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Test of Free Enterprise Understanding (105 item version) ^and 



V J S 



\ 

! 
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TEST OF FREE ENTERPRISE 'UNDERSTAf^ING - 105 item^version . .33 

!• The process of satisfying wants is referred to as 

a, aor>sumption. ^ ^ - ^: ' • 

b, igratif ication. ... - . 
'^ic : \ . . ' 

c. utilization.. - l 

j . ' ^ 

(t* ^ acconinib(jation, ^ ^ • 

2, Natural i^jesources, human resources, and capital goods are examples of 

a. contemporarial indices. . . ^ . 

b. productive resources. ^ * . ' ^ 

' r c. quota-based resources. ^ ' ' , - 

d. marginal resources. . 

3. Capital "^oods are • ^ 

a. accumul'^tions of products that caa be readily converted to cash, 

rb. products distributed primarily fromVolitHcaV centers of industrial 
nat'^iibns. 

c. goods produced by man's past* efforts that are^available^to produce" ' 
" other goods in the future. . ^ ' / ' . 

d. consumer's' holdings of bonds, debentures, commons stocks, preferred 
stocks, and trust*^ certificates that can' be converted easily to cash, 

^ 4. Because people's wants exceed available resources, there is created the 

basic economic problem of ' . ^ ' - , 

a. acceleratioji. * ' 

b. marginality, ^ . ^ r ^ 

* ■ • . 

c /elasticity. . • . - 

, d. scarcity. 

'5. Since wants exceed available resources ,"p'&ople, in deciding how to use 

fhose resources, are forced to ■ - , 

, , «^ , . ^ ' • 

a*, abandon their wants.^ - • , , > 

p> ^ b. call on the government. i * * , \ 

c. make choices. ' . ' • ' ^ ^'^^'.r^-. 

s d. call, in their margins. • - ' ' . i ^ 

- • i - I ■ . / .1 : ■ 

6. When .a decision is made to use a scarce resource in a certain way, something' 
is given «up. The . term that is- used to de,scribe what is* given up is 

a. marginal resource. ^ ' . ' / 



b. ppportuni.ty cost. \ 
cs dichotomous expenses < 
d. utjl ity dec! ine point 1 
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^ ^.34 

■ ' - ^ t ^ ^ . ^ 

7. Costs ^ ' , . ^ 

a. are always measured in^terms of money. 

b. may* include things other tf]ari monetary costs. ^ j 

* c. never include monetary considerations. 

\ I. '«*^ 

d. always exceed residuals, 

\ 

8. Which of the following , statements is most cortsistent with the definition of 
"opportunity cost?" V ' * ' 

V 

a. The* cost of ^^ort-unjties parallels shifts in negative demand 

^clirve^ iratios. ' - ^ k > 

b. The cost of any act chosen is equal to the cost ^of. any other^act 
given up its a result of that c4ioice. - , 

c. Costs reflect entry-level surcharges that. occur when businesses are 
fir*^j3pened. . . , 

d. Costs reflect philogenous variables, whereas prices reflect protogenous 
variables.' ' . . . ^ 

9. When a consurger thinks about the consequences gf buying one unit less or 
itiore or a given product or service, he is engaging -in 

> . . • . ' ^ • * ' <- ' 

a. economic equivocation. 

b. y marginal isfn\ ^ 

c. "elastic decision-making behavior* . ♦ ^ 

d. . "bootstrapping." - • - > ' ^ . 

10. Every economic system attempts to respond to t^^e following three 
questions: ^ , • . 

a-. How much? • How fast?. How good? . . • 

b. Wfiat? How? For whom? . ' ■ 

' c. When? Where?' Why? » \ . \ ■ ^ 

d. How soon? -How much? Where? • • • 

. ^ ■ .. ^ ■ r ■ 

11..- When changes occur in. supplies of goods provided or in demand^ for goods 

^available, a series of reaction>s occurs. When these reactions subside, a 

"new stability of prices, supply, and: demand is observed. This stability 
is referred to as the ' ! . 

a. marginal utility. - i . ^ , ^ " 

b. aggregate pleasure effects \ ^ I ^ 

c. symbiotic demand, node. ' i . " / . 

d. equil ibrrum, . / » . r 

' , \ I 
,12. When cdnsumers live in a society in which their deci^sions directed toward 

solution of the eeonomit problem tend, to repeat decisions of their ancestors,- 

that society is likely- to be characterized as a 

a,, cdmmand economy. | , • / , . 

' b'. traditional economy. ' ! , ^ , « 



c market economy. 
O cj. Mnf fas true turned econorrty 
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,13* A society in which decisions ape- made in the economic realm t?y> a * ' 
centralized governmental ^authority is likely to*be characterized as a 

a. command economy. ^ - - _ * , '* 

b. ^decentralized economy, 
"•c". market economy. 

d. traditional economy. ' \ - • . 

14. A society in which all persons participate in economic decisions in their 
varying roles as, individual coittunrer^ and producers is likely to be ( 
characterized as a • ^ T ""^v 

a. command economy.' • ^ , . - ^ 

*b. central izecf. economy. - ; . • 

c. traditional economy. 

d. mar^ket -economy. 

*15. Most soqieties hav^ neither completely centralized nor completely 
decentralized economies. They have : 

^. market econom-f^s. 

b. dichotombus economies. . • * 

c. mixed economies. ^ 

d. marginally'^llocative economies. ' , 



16,, The economic activities of production, exchange, consumption, investment/" 
and sayings • ' * . - ' 

a^ characterize aH economic systems. • . - * ^ * * 

^b. characterize , all economic systems except for command economies^ ^ / 

c. characterize only market economies. . * 

d. characterize traditional and command economies, by t not market 'economies. 

17. Which of the following statements most accurately describes the effect 
of individual economic incentive? on* consumer behavior? 

a. Consumers reduce their desires to ob'tain totail 'satisfaction and 
accept the limited amount of, goods they can ^fford^. ^ '\ 

b. Consuniers allocate their limited incomes to iT|aximi,zfe their total 
' satisfaction. , . ^ ^ K \ \ . . 

c. Consumers increase their savings and refuse to buy goods beyond thiose - 

J.I ' . ^1 ^1 'J.^i i \ ' ^ ^ 



they need f(ir physical survival. 



.d. Individual consumers adjust their desires so t-hat they are' at th^ 
,.;same* level as ttjose of every;other consumer ip the.) society. 

18. In^he American economy, the most important motivating, force beh^'nd economic 
behavior is . . ! ' ^ . j 1 

'a. governmental action. ' ' . ' ' ' * 

b. • individual economic incentives; ' ; : ^ : . 

c. collective incentives. 1 \ , \ . - 



O O d. central planning. • > 
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19. 



Producers are encouraged to use productive resources efficiently 
because of ' ^ - - , 



V 



a. consumerism. - 

B. egal itarianism,^ • ^ ^ 

' c. competition, . ^ - \\ ' ^ 

d. government regulation. * ^ ' 

20. The conflict of irrterests between consumers and producers is reconciled 
^ ,by the ' ^ • ' ' * . . ^ 

a. Federal Reserve System." ' . , . 

'b. fiscal policies' of thte government, ^ '^"^ 

c, 'market mechanism/ 

d, rulings of judicial economic arbiters. 



2T. 



In a •competitive market adjustments 'in prices serve to 

a. ' allocate resources toward' Uses-.^.Triost highly valued by society. 

b. allocate resources inefficiently. ^ 



x-c. decrease competition. 



d. create severe misalignments between demands for goods and supplies 
of goods. • 

22. The principal resource allocation system of a free ent&rprise economy i,s 
. a. monetary policy. 

b. , fiscal policy,- ' . . 

c. markets and priced. 

d. regulatory mandates. , , . . / 

23. A natural feature of I'ree markets is r:ivalry among pr^ducef^s. This 
• phenomenonM's termed ^ > / | • 

a. cartel ism. v • - . 

b. competition. ' ) 

c. monopoly. s ' . » 
d'. central planning. ' ' ' ■ 

24. In the American economy, profiis fulfill which of the fo1l6wing? , 

a. They provide income to business, but no jncent^ves, for production. 

b. Jhey provide incentives for> production<^ innovation, and risk talking 
and also s'fgnal to business! that consumers are ,being satisfied. 

c. The provide neither income to business, nor incentives for>production. 

r ,d. They provide a concentration gf y/ealth for owners ^lajt^tcl'kes money^out 

of circulation and, consequently, diminishes worker?^ standard of living. 

I ' ^ 



. 25. The best example of non-price competition in the following list 6f 
possibilities is: " * * 

e * a. A repairman reduces .the charge far a hoitse call. * ^ 

b. A grocer, pipes in music for customer pleasure. " 

c. A gas station lowers prices eight cents a ^Q^on^^ 
" d. A wholesaler .offers a discount for volume purchases*. 

/ 26, In one direction, there is a circular flow of m(^ey from business to. 

households in the form -of income (salaries)a/d from the households to 
business in the form of /noney, spent for goods and services. There ts also 
a flow in the opposit^e direction^ consisting of * 

a. " productive resour:ces and finished goods-. 

b. • business income and finisKed goods. * 

. c. productive resources and public^ expenditures. ^ ! 

d. business income and productive resources. 

27. Relatively easy entry of 'new producers into the market and, absence of ^ ^ 
restrictions on consumer and producer spending are examples' of 

* ' a. central planning. ^ ^ 

b. equal distribution of social wealth. ' - , ' *. 

c. economic equity. 

d. economic freedom. 

'28V Which oae of the following pairs of characteristics is most closely 

associated 'with a free enterprise economy. ' ' 

• ''a. central planning / cortcern f6r* equity. - • , - 

b. rights to private property / belief in limitirig. governmental action 
in 'the economic sphere. / ' ^ ' * S 

, ^ l:. utilizing fiscal policy to prevent high unemployment / belief in 
Enlarging governmental .action in the' economid sphere. 

d. tradition-mandated consumer dec.ision-making / concern for ^tabil i ty. 

29. .Business ^losses are signals from consumers'^that arevlil^.ly to result in 
' - ' a. an increase in production^. , ' , ^ • ' 

c. b., a decrease in production. ^ . , 

c. no change in production. ^ - ^ 

•a 

d. employment of additional wor^kers. / - 
^ ^ *i ' * ' -"^ 

' " 30. Microeconomics includes all of the following except /- 

-a* th'e study of how change's in Gr-oss National Product affect employment 
<^ levels; ' . . s . 

b. the study of individual households, firms, and markets^. 

c. tFte study of how /prices -and outputs are determined fn markets. 

d. the study of how| the price mechanism allocates resources. 
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3K Which of the following best desgribes the term "market" as it is' used 
by economists? . ' ' ^ 

a. a place >7here stocks and' bonds are traded in.tJew.York 

b; -a place where liquid assets, particularly cash and demand 'deposits, 
are held in escrow. ; ^ • ' ' ' ' ' T 

c. a mechanism which facilitates exchange among buyers and sellers of 
' * goods, services, and prodijctive resources. . . ^ 

d. a building w^iere retailers and purchasers come together for the , 
purpose of resource exchange. ' ■ • 

32^ The totals of al] individual , decisions , to buy or sell in a market can be 
'represented by - * . ^ t ^ ' 

'a. 'independently elastic volbme curves. 

b. discount and rediscount. 

G. schedules of supp^ly and demand.;^^ 

d. margin cost and maximal utility ratios^ • • ^ 

33.' .A "surplus" is defined as a situation when ' f 

a. quantity demanded exceeds costs, * ' * 

b. quantity suppl ied equals quantity demaR^d. ^ . , 

c. quantity suppl ied 'exceeds queyititjf demanded, 
^d. quantity demanded exceeds quantity supplied, 

34-. Wherf a shortage exists in a free market, we can "conclude ... 

a. that the current price is higher than the 'equil ibrium price. 

b. that the current price is lower than the' equil ibrium p^rice. / 
^c. that the current price is equal to the^ equil il?r*ium p^ice. 

;d., nothing about the current price and its relation to the equilibrium price. 

35. While levels ;of each of the following vary according to prevailing supply 
and .ct^mand conditions, three of these terms more typically are used to, ^ 
refer to services exchanged in ,the market than to goods exchanged in the 
market. The term mbst frequently used^ in discussions centering of the 
exchange of goods is ; t , ' ^ ' ^ . , ' 

; . a. ' wage. > ' ^ - - ' : 

I h, price. ' | , , ' 

' ,c. rent. , ^ ' . ' 

d. interest. ^ ' ' . 

36!. The term "'"market structure" refers to^ 

ci,. tne number and arrangement of buildings used by the individual firm.. 

b.^ the administrative ^chain x)f] authorit)^ wit^hin a given' business.. 

i c, .the degree of competition artiong producers in a given market. 

J, d.., the entire seal ing' of -econorpic institutions from small credit \ ; 

organizatit)ns, to large regional banks, and, finally, culminating in\the 

' Federal Reserve" System. . ^ ' • 

^ . ^ ' ^ : \/47. ■ ' . V '.• 



If a given market were characterized by a large number of sellers, no 
barriers to the entry of new firms, no collusion among prpducers, and ' 
limited governmental intervention, then, in all likelihood, this market 
wouici be : . ^ - 

'a^ a raonoppVistic market. ^ - - - ; 

,b. an oligopolistic market. 

c. a competitive market, ' * ' ' * 

d. a cartel. ' . - - 

♦ • 

An economic system most clearly is concerned* with qu6Stioi;is related to 
a:: society's material want?. * " . . ^ - 

b< society *s transcen^dent^i,! wants. . ' 

c socieTy!^s non-material wants, 

d. society's spiritual Wants. \^ ' ' " * , 

Freedom of enterprise refers to all of the following except : 

a. businesses' freedom to acquire^resources ihey desire and for which 
they are able to pay." , , ' ^ ^ ' 

b. , businesses' freedom to^ecuVe governmental regulation of "unfair" ^ 

competition. . ^ . ^ 

c- businesses' freedom to produce any product and offer it for sale'at 
any price they desire. * ' * - 

d. •i)usinesses ' freedom to invest in any way they please. - • 

Freedom of indivi'dual choice refers to all of the foll^owing except : 

a- individuals' freedotn to, accept any job 'subject *only to the limitations 
of their abilities. " ^ "--^^.X^* 

b. individuals' freedom toi quit any jcrb. 

c. individuals' freedom to^se their ov/n r*^sources subject. to no 
"restr^jnts whatever. ' • 

d!"' individu^ils' freedom to buy apy g(Jods subject only to constraints of 

their own budgets. ' f - ' - ' • * • • 

it.*''* * . 

The concept of '.'technical , effici^ency" refers to Which* of the* fol lowi-rig? 

a. distributing large numbers of'go^ds to promote the (highest social * ^ 
good in accordance w^ith regulations of the government that set prices low, 

b. allocating resources to achieve the maximum possible "output" for«gac# 
, unit of '/input. " - * " . . ' 

c'. using large numbers of moderately paid workers to produce goods rather 
than small nurfibers of highly paid workers. \ 

d. alloc^iting resources in such a waV that the total value of goods is * 
rec/ulated by a central planning a'uthority-- 



• * 

vt 



42. Discussions centering, on the concept "equity"' of ten^ack clarity because 
a^. the formula for Gompgting this arithmetic* concept is complex." 



(]a 
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the defining characteristics of the concept are not universally, 



' agreed upon 

C. the concept represfBnts an unworthy social goal. ^ - 
d. the concept is fret]u'6ntly confused with/ eqyjne." ' " % 

43. "Economic stability" commonly refers to^Goth • 
a* prices and denfend. • . ; 

b. employment and wages. • 

c. fJrices and employment. , * ,y 
d/. employment and demand* . ^ * , 

44. * Economic growth results when*" there ts an increase in . ' 

a. total nominal dollar wages paid to workers. 

b. total nominal dollar value of products .produced. ^ 

c. per capita output of the e^omy in "real" dollars. i 

d. 'totaV'faca value of money in^'circulatjon. . • ' 

* *• 

45* In the "Ideal" 'free enterprise economy, the primary role of government is to 

a. assure full employment* ' . ^ 

b. serve as a "rule maker," protect individual freedom and property , 
• > rights^ and preserve competition. ■ " 

c. use fiscal and nionetary policy to ensure that neither undesirable 
inflation nor undesirable deflation occurs: , ^ . 

. d. assure economic stabili|;y through centralized economic planning. 

46. Free enterprise advocates a limited role for government lin the economy so as to ^ 
a. protect individual freedom. 

^ b. guarantee price stability, 
c. 

ff. assure increases in per capita economic output through federal planning. 

: ^ . ^ ,,,,,, , . , , , ^ ^ I • ^ : • * . - i 

47. Governmental policies and programs- sucfi as ^the fec^eral minimum wage,' " 



equalize distributi^on of goods produced. 



food stamps, social security, and Meidicare represent attempts to 

a. '^assure "real " ^economic,, growth • 'i f ^ ^ 

b. niake the distribution of income bibre eqjjaV. 

c. achieve stabilization of prices.y 

d. promote efficiency^ 



\ ' ^ 
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"Externalities" refer to ' • * ' , ^'•^ ? 

a. both costs alid benefits of production not registered "ifr the market place. 

, costs 'firm pay for materiaVs in add.ltion to those incurred for raw 
^ . materials. . » ' v 

cl -cost factors associated with resource location as opposed^ to resource 
transformation. 

dr regulatory activities *of federal ageVici-es. ' * 

• The'^ree enterprise syst'em automatically encourages' [ ' . 

' a. technical efficiency 'but not economic efficiency. < • 

•b. technical efficierKy and economic efffciency. 

jir economic efficiency but not technical efficiency. 

d. economic inel^iciency. ' * . ..^ . - ^ " 



Becal^e of . "externalities," the free parjc^t system 

a. ' may not' achieve, the optimum level of production of-public or 

social goods. ^ ^ " * , . • ' ^ 

b. never overproduces, any commodities. * , ; 

c. .each household receives an' equal^allocation of .resources, 

d. 'it- is necessary to await governmental daeisions to identify iteffis iri 
short supply-. ' . - ' 

4 . 

If efficiency can\be achieved only tlirough large scale production, one . 
consequencfe may be\^ - ' 

a. a tendency for competition to increase because a larger number of firms 
are likely to go into production.., ' ' < . • ^ 

b. 3 tendency for a small eV^total number of firms each to acquirC,^ 

a smaller total percentage- of Jnarket p^^.* '^^.^^"^^^^ '7^ ' ^,V' . 

c. a tendency for therv to 'be %ess comi^etitiqn.amohgfVirms'^anU^ '--^ • . • 
greater market power for each. a. i ' ''^<' ^ , - 

an elimination of governmental imterest^in business r^^fation.''^. t\ ' . 



The government acts t(y put people to work^on public" projects^' 'This"attjon 
is an examole of governmental' attempts to promote - ; ] ^ ^ -j r/ 



a. economies of scale. 1 ^ } 

b. economic growth and stability. 

c. technical efficiency.-* i 

d. economic freedom.; , 1 ' , 

National wealth is* a figure that represents 

• »^ 

a. /an amount . 

' \x. a rlate,. ' ! ' ^ ! \ ' 



0 




c.^ a combination of an amount and a rate . 

\ d. neither an anfiountjnor a rate. ^ 
— — 7- , 

r : . ; / ' ; ' * ■ -so" 



Index numbers are-usedvto reflect ^ 



a. amounts, but not rates., 

^b. rates , but nt)t amounts. 

c. neither rates nor amounts . " ^ , ' 

d. both rates and . amounts . - • , , ^ , 

Inflation is^expressed^ as * • , " > • * ' 

a. an^ amount . . * ^ ' ' . 

b* a rate ." - ^ ^ * . - - ' 

c. a combination '6t an amount and'a ratfe . . >v 
' d. neither an amount nor a rate . • . - ' . . 

In econom>ics, the "real" value of an item refers to 

a. its intrinsic value in terms of its worth in exchange for another item. 

b. ^the numerical value that .has been attached tcJ the item. 

c. ^ what the government says the \tem -'is worth now. 

d. what the. government says^the item was worth when It was .firiit produced. 

.In economics, ^the "nominal" "^Tue of an item refers to 

a. the numerical \alue (perhaps the price in dollars). attached tp »the item. 

b. an unchanging intr*ins1c value attached ifc the' item. 

c. the name or nominum giyen* to the item. ' ^ ^ 

d;- the fixed value attached to each unit of an .item that remaihs - 
unchanged over time. : - " 

^hen individuals comp^lain that, though their wages 'have Increased, they 
stilTare not "getting ahead;", they may- well have experienced \ 

^a. an increase in "nominal" wages, but^not in "real ";wages.^ 

b. ar^' increase in "real" v/ages; but notjin "nominal" wages. 

c. an^increa^e in both "real" wages and in "nominal" wages. 

d. , an increase in' neither "real" wages nor in "nominal" wa'ges^ 

The "nomipal" value of all final goods and services produced j'ri one year 
measured in terms of ctirfent prices is referred to as the 

a. money net national product; ^ ' . ^ 



b. '^ money national income. 

c. money gross pe^sona1**S'ncorrie. 

d. money gross national product. 



60. The. "labor force" includes ^ ' . . . 

a. thb§^ 16 and older who are able to*work. / * 

b. those 16 and- older who are willing tO'Work. " • . 

c. those 16 and olcjer willing' and able to work. . * . 

d. those 16 and oldeir who are currently working. 

6J. Both "unemployment" and "full employment" are efxpressed v^s percentages of 

a. the tota,r population. * ^ * * • 

b. those people presently -^ployed. 

Q. the labor- force. * ^ ' . ^ > ^ * 

d" all pepple^ 16 and older. . ^ ' 

,62. O^et National Product'Js defined. as • ' ^ ' 

a. Gross National' Product minus depreciatjon. 

b. Gross National Product plus depreciat4^6n. 

c. National Income mini/s^ depreciation. ^ " 

d. National Income plus depreciation. , ' , v " ; 

63. "Real" Gross Na'tional Product is * / ' ^ 



V 

a. Natianal Income adjusted for current prices. 



b. money Gn)ss National Product , adjusted for changes in prices. 

c. Net National "Product divided by the inflation rate. 

d. Personal Income adjusted for inflation. * ^ 



1 . = . 

64. Personal . Income tends to be .' * . 

a. th'e same 's^ze. as disposable income^ ^ 

b. largdr than disposable income. \ % 

• c. smaller than disposable income. • ' ; 

• d/ larger than National Income. ^ * 

65. A retired a-rmy man may rectrive free medical attention on arrpy posts. Th^ 
*is an example of , * , 

\ ai nqminal. income. 

bi non-money income or income "in kind*" 

C. monetary inqome. r • ^ . . 

d. disposable dollar income.* ' ' 

66. The "purchasing power" of the 'dollar ^ ^ ' 
\ * a.r ^oes down as prices go down* ' - ; 

^b.' goes up as prices go up. \ ^ . " 

c. ^gdes down as prices go up.. ] » \ , 
"i L • d/ is unrelated to the price level. ^ ^ 

i * i , 
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69. 



71 



From the end of World War I'l is> 1976, the average annual rate of pric« 
inflation v;as fh the ranfge ol^*- '' ^ ' 



a. 
b. 
c. 
d. 



2 to 4%. 
4 to 6%.. 
6 to 8%. 



From 1965 to 1976, the average annual rate of price inflation was in the 
range of ' " 



a. 
b. 
c. 
d. 



0 to 2%f 
2jto 4%.- 
4 to 6%. 
6 to 8%. 



From 1971 to 1976, the average "anntial rate of price inflation v/as in 

the range of ' . 

a. 0 to 2%. 

b. 2 to 4%. • ' . ' ■ • ' . 

c. 4 tQ 6%.' ' • " • = 
d_. 6 to 8%. . ^ • ■ V ■ \ _ 

In the nat*ion. pf Economia, workers wages increased 19% in 1975 dnd 15% 

in 1976. Inflation 'rates were 5%Jn 1975 and 20% in 1976. Given these 

figures, Tt is reasonable to conclude that ' ' 



a. 
b. 
c. 
d. 



there was a greater gain in "real" wages in T976, than' i1i 1975. 

there was a greater gain in "real" wagjes in 1975 than in 1976- ^ 

there, was a gre^ater gain in "nominal" wages in 1975 than \x\ V976. 

there was equal gains in "nominal" wages in 1975 and 1976.' 



Mabe^Smith ,. trained as a teacher, now is njarried and^chooses to .^tay 
home with mr two pre-sc4il>pV^children. Ronald Al'len 'is a 21 year-oTd 
engineering student whO'V this fall, is taking a full load of courses t^, 
at a state university. James Johnson has graduated from college, and ^1? 
^looking for a position in his magor field^,^ accounting. * _ ~ -\ 

Which of these individuals is ^are) part of ,the ^"labor forc|e?"' 

a. all thr^e . . ^ • ^ ' - ' ) - 

, ,b. Mabel Smith an^ James Johnson ' • ■ ^ i , 

cC James Johnson * ^ • " ' 

d, Ronald Allen ' ^ . ^ 



72: 




The Stronger the proper*ty rigtjts ^re, 

a. th;e' greater t|ie jDower of government. 

b. tHe more limited the power of government; 
c^^th^more centralized the economy. ■ ^; 
d.^ the mare regulated^ is jDus'inefSv - 
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^ , • • . ' r . \ 

73. Basic to the principle of "right to property" are individuals* rights to 
;a. decide the use of property aftd^to transfer rights of property. 

b. Vdecfde the use of prot)erty but not to transfeiiirights of property. 

c. transfer rights, of property^ but not to decide the jjse of property. 

d. deny property rights of others. * . 

74. Private property righ£s 

a. result in owners lacking incentives to conserve on resource ilse. 

b. result in owners having incentives to conserve on resource u$e. 

c. result in owners exploiting resources irresponsibly,* 

d. prompt owners to utilize scarce. resources quickly to take advantage- 
of high prices. 

75. Poorly specified*^ poor]|y pol iced "property rig+its 

a. have little impact on t|i^^ ability of the market system to allocate ; 
resource. ' ^ / , ' ' » * 

^ .r,^;b.. -iqake. more, efficient^ the allocation of resources through the 
/ ' Jg^e'ration of the market system. ^ . 

c. must be expected because f ree-enter,pri§e economists seek a total 
absence of a, role for government ev^n in the area o^ protecting ' 
property rights. ' . ' . 

d. ^.^eaken the effectiveness of the market system in allocating 

resources efficiently. • * * 

76! A good is scarce wiien . ^ ''^^ . ^ * . ; 

a. the total supply ^available. in a given year is much reduced from ^ 
the total supply available during the previous year.»*^ 

b. there iSi.not en^Qugh available for an in^liyidual to havejaU he* 
wantSswithout sacriiMcing something else He wants^/ v,. : 

c. the Voverhment includes it on the. official "scarce comm^odities" 
listv ^ * " ^ ' ' 



• • d: it can be had in desiijed quantities with no sacrifice .of other 

desired goods. , - ^ . ^ 



1^ < J , < * , - . 

l\[ \ 11, Anything that is scarce must be^ 

; 1; ' ; - a. in short total supply. 

\ \ b. rationed. 

>, * , c. very popular, 

. d. veiny experts tve. 



mc ' .t;"-"V 
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I- 



,81 



Competition^ a condition that is not uniqup to the free enterprise 
system, results 'because o.f 

a' natural combativeness of hgmah beings/^ ^ 

b. a natural law mandajiin^-.equal'-tll'sfribution of resources. 

c. scarcity in a multi-person world. 

d. needs 'for competitive affiliation-* . - . 




79. An "e^fectjve want" i-s characterized by 



80. 



a^ a simple verbalized expression of desire for a given item/ 

b. a willingness to commit resourced to satisfy a desir? for a given item. 

c. a desire ofor, a useful item. , , 
a desire for a 'given item that, in turn, can satisfy other wants. 

Demand, measures only, " ' ^ >^ > 

a. effective want?. ' . ^ 

b. .-descriptive" wants. 

c. parsimonious- wants. 

d. prescriptive wants.' 



v.. 



Analyses of changes in price durin^>movement from one market equilibrium 
to another resulting f )^ a changeS^ri. demand assumes that 

Net National Product >always exceeds, .Gfoss National Product. 



a. 
b. 
c. 
d. 



,82. 



all other things are* equal. ^ , \ 

inflation assures growth "in "real" purchasing power.' 

results will always reflect^ecdnoTniV growth. 

\ 





• 83. 





















Competition, results jn- all of the following except : 

a. diffusing buyers and sellers so that the actions bf no single 
irtdividual will .significantly influence the price of a product.. 

b. dispersing' economic, ^wer. S ^ s 
c' assuring that wants of each individual wilVb^'met. 

d. preventing individuals from manipulating the market. 

Th^ere^is a seldom-occurring\compound in nature known as dermatorum 
no known us 
metric tons 



It has 



no known use. The. tptal^wcwild supply is estimated to be Jess than two / - 

,^ci SCO nock group^. The Doleful Peanut Butter, 
recorded a song entitled PineaplSle ^ Pajxae^ , JJw^s,.song has b6come*a highly^ 
prized collector:s itefn much in favor^mong>^ of thousapi of fans 

of The Doleful Peanut Butter. * Oaly^one thousand copies of Pineapple Panache 
W^re^rel eased.! ^ . ^ 

ich of the" foTlowirxg. st^tenients accurately^escribes the scarcity bf 
dema juorum and of the recording' of P i r> e ^ p p.l e f^ n ache? 






^ \ 




/ 


•1 
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a. Both derma tOrum and the Pineapple Panache record are scarce. , 
b\ Only the dermatorum js scarce. ^ - , . - 

J ; c. Only the ^Pineapple Parfache record i-s scarce. . ^ 

d. , Neither the dermatorum nor the Pineapple Panache record is scarce. 

' A 

84. A ^ock musician makes, $16,000 for a single appearance. A c>&^lege 

professor makes $16,000 for a year's work. The diTferejic.e between the 
price of labor, of these two indi>?iduals reflects ' 

a. a considerchtion of the principle of equity that assurers that «ach 
gets paid at the same jate. > " , \ . - 

'b. a difference in market supply and demand relationships for each service.' 

c. \ governmental wage intervention in support of the' musical arts. 

^ d. a wage'^ructure stemming from centralized planning'^ / • ^ 



85. In economics the "law of demand" . 

a. says that .the power of demand exceeds that of supply in determining 
market prices. , • • ' 

b. /says tfeat *^s ^price increased the quantity ^depianded increases and 
vice versal - ' \ ' . * . 

Cv says .that as price irvcre/se§ the -quantity demanded'^decreases 
and vice versa . ' , ' 

d. says that profits are controlled by produj;t demand. 



Answer Quest-ions 8&. and 87 on 



P 



t^|e -basi? o^ t 



the following diagram. 



1 



f 



' f ' K D ^ 



0 



^2^Ql % 



86. If there is a "surplus" in this m^ket, then a price such as ^ ^-"^ l^evails. 



1- 



b..P2 . , 

d. cannot be determined -^^ 



87. The "equilibrium" quantity in thfs market is 



a. .Q^ 
c. 'Q- 



b. 

d. canne\- be determined 



\ 
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Based on the following table the equi' ibrium price in this market is: 
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Price 

3 
4 



a. 

'c. 



$1 
$3 



Qu'antity 
Dejmanxled 

4 10 I 

^0 j 

' 30 r 

■ 40 ( 
. p. $2 1 
^i*. $4 



Qua'nt-ity 
Su'ppi ied 
50 
40 
' 30 
20 



; « ' - 

In a cgmpetitive labor, market for elevator operators^ assume an equilibrium 
wage r,ate.of $^-Q0 per hour. If tomorrow the governirfent sets a minimum 
wage of $2.56 per-tjour, we shopld expect; ' ^ 

a, , the wage rate to rise to $2-,50. apd the number of ^Deople ,employ.ed 

a§ elevator operators to <||^rease* ^ ' . ^ • 

b. ,the wage'^rate to rise to '$2. 50 'an4 the number of people employed as* 

elevator- operators to decrease; " " 

^**' • ' * 

the wage rate to ri^e to $2.50 and'the number of people employed as 

elev'ator operators io remain unchanged. . < ' . • . ' 1*^ , 

d. the wage irate to^ rise to $2.50, the nijmbei*- of people wanting to work 
• . as elevalfor operators -^to rise,, but the number of people actually 
,gmployedjas elevator uperatofrs to djecline,. ; • ! . 



-f^nswer questi^ons 90 through 93 on the^basis of the following diagram of -demand 
and supply *in a competitive marke'l for product X. 



90 




A movement ))f VOoply from S^* to V/&tfld reflect all of tlie following except: 



a. an increase^nn the cost^pf the production of X, . . . ^ 

b. an increase in the tax cy| unit.s 'of ^'X sold^^ - ^ ^ ' : . 

c. a^flood which, destroyed part of 'the l^and^qn v/hich. X is produced^ 

d. th^e discovery of a new^ and more eff icient^echnique for producti^pn of .X: 



If Demand shifted from to D, while supply remained at 6^, v/e can ' ' 
say that: ^ ' . ^ 

a. The demand for X hasr increased and the market price will rise to ' 

b. The demand for X has decreased an-d "the price and q|jantity of X ^ 
sold will decrease ' , ' ^ , 

X. The demand for X has decreasegl and the pKice and qu^aritity of X"sold' 

will increase. . ^ , 

•» 

d. The demand f6r X has increased and the price and quantity of X sold 
^ will increase. 

If .demand for X! shifts from D^^ to 'D. as a" result, of an increase, in the 
PCiQg' of produc;t Y, we can coHclude^^that: * ^ . ' 

a. X and Y are independent goods.*' * ^ : ^ 

b. X and Y are complimentary goods. ' " ' 

c. X and Y are- substitute goods. 

d. Xo's an inferior and Y is a normal gootis. 

A shift in demand D^. to'D, might be caused b^: ' . ^ ' 

a. an increase in the price of substitute product Y. 

b. a decline in the price of )f. ^- . ^ * 

c. a decrease iii. income if X is an inferior good. * ' 

d. an increase in money incomes i'f X is a norma^l good. 

if ^two goods are compliments, such as b^r and pizza, bread and butter, 
etc., we should -expect the rise tn the p?1.ce ofrone .of* these goo.ds to: 

d.^ ,sl)iftithe,^supply curve of the other to, the rtght.>j_ > ♦ 

b. shift the supply .curve of the other to the left. 

c* shift the demand rurve of the'othe/ to the right.^^ ' * ' 

d.^ ^ shif<t)]e^ demand curve to" the'l^ft. . " . ' 

The "price elasticity of demand" measures:, - * . * 

a. the extent to which business can stretch its 'resources., ' - * 

b. the degree of both concentration and competit,ion iti a, market. . ^ 

•c. the Extent to which price changes as incomes change. ^ ' ^ 

'd. the degree to which quantity demanded changes in response to a change' 
in price. - 'v , 

' 'i - • * • . 

All of the fb] lowifig^ except , one will tend to increase the price:^elasticicfy 
of demand. . ^ ' 

a. -'.,s aw type good.:. ;. ' . ' . 

b. there'^^ar^ few good substitutes*fdr^X. • , ^ ' 
'c. the price of -^X represents a' large part of tfre, average faimily's income. 
,d. X is a "durable" good. , • \ : , . ' ' 



The overall level of wages ir\ the Uni ted^State$ is basically 
dependent upon ^^.^ ^ --^ _ - ^ 

a. ' the level of productivity of the economy.' 

b. /the minimum wage rate. ^ ^ i - 

c* the rate of inflation.' ^ ] 

extent to which the ^government regulati^s the rate o^f prices and 
technological^ progress'. y *' 

An income ;t^ is. progressive if: , • ' ^ 

a. the ta^ rate varies inversely with income. ^ *^ 

b. the-.percentage of ijicome paid as taxes increases as income increases. 

c. '* the percentage of income paid as taxes is the^same regardless of the 

size of income. 

d. the absolute amount paid as taxes varies directly with^income. 
In the United States it is estimated that: 

a. labor resources accouat for about 83 percent ^nd all other resources 
for about 17 perc^t pf national income. - . ' 

b. labor^ resources account for about 50 percent and a>l other resources 
for about 50 percent of national income. 

c: labor resources account for ^about 95.percent and all other resources 
for about 5 percent of national income. 

d. labor resources account fqr'^bout 25 percent and all other "resources 
for'about 75^percent of national income. .L 

Dliring^fhe 1947-1976 period tnanufacturing pro'fits (after i'llCom^e taxes) - 
expi^essed as a percent pf stockti^lders jfequity has averaged approximately: 

a. 4 percent ' ... .^.-.T ..^ 

b. ^S.p^rcenflcV^, - , * * '* * - ,^ ' ^ 

c. 12 percent • / * . * 

d. 20 percent , . • , . , 

e. 33 percent , • ' * : ^ 

197-6 per capita disppsable (after ta^^es) incooie in the United jStates was 
approximately* ' * • ; ' \ ' • ' ; - - 

a. $2800.- 

h. $3)00 

C; $45dip • ^ ^ 

d. -$5500 ' ; ' ^ . 

3*: $7100-. 
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102. The maximum marginal tax rate on '^earn^ed" personal income*current1y is: 

' a. f 35 percent ^ • ^ L ^ 

b, ' 40 percent ; • j ' . 

c*. . -50 percent , . , ■ i , 

d. ' '70 percent ' ' » " ' ' - . \ . 

e. 90^ percent 

103. In 1972 the tojj'^'^ percent of U,S. families (ranked according to earned 
income) received " ? percent of total personal income earned by 
all families. 

a. 5 percent ' ^ ^ » * " ^ 

\b. 16 percent • ' / 

c. 24, percent ' . 

* d. 35 p^cent ^ 

104. In 1975, high school graduates as a percent of persons 18 years old was: 
\ a, 45 ^percent • ^ 

b. 60 percent ^ ^ ^ < . . 

c. 75 percent , ^ ' . , ' % 

d. 85 percent > * * 

h " / 

105. .Which of J:he following is numerically' the dominant type of busiaess in 
the Uniteli States? , \ 

a. cooperatives ^ ^ ^ : • > , '. . . 

b. " partnerships y ^ - • - - i - ' 

c. proprietorships • ' .* . ' » ' 

d. ' corpor|^ti-qns* ' ^ \ / ^ 
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' A Matrix of Proposed behavioral Objectives, 
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■'■ ' A MATRIX OF. pR0P0SEi6 BEHAVIORAL :OBJECTIVES. 

MAJOR TOPICS AND CONCE^S, AND TEST ITEM NUMBERS'"' 
FROM A .DEVELOPMENTAL VERSION OFJA TEST FOR A PROGRAM 
IN FREE ENTERPRISE EDUCATION CONSISTENT WITH THE INTENT. OF/ 
t • ■ TEXAS HOUSE BILL Ins . 



TOflCS 


The 'Economic Problem 


' Free Enterprise and the 






,i Economic Problem, , . ' 

. ^ ; 1 


♦ 

A 


Each student/ wil'l point out central 
features of |the "economic problem." 

Each student, will define and describe 
relationships existing between the con- 
cepts "scarcity" and "opportunity costV 


: .j 

' Each student will describe ^producer and 
consumer incentives in 'a free-market 
ec9noniy- 

EacH strident will describe the operation 
of the "market mechanism." 


BEHAVIORAL 
"OBJECTIVES 




•Each student will identify effects, of * 
profits and-losses "in a" free market 
economy. ' . * , 

'Each 'Student will point out the scope and 
. function of property rights fn a free 
market economy. 


/• MAJOR 
CONCEPTS 

i . , » 
\ 


natural resources ^ ^ . " 
human resources;^ 

capital resources * ^ ^ 
\ scarcity ' ^ . 
choice^ ' * ;i 

♦ P()pprtu«ity costs-'* 

"f rade-offs ' " \ '* - ^-'^^ ^ 

♦ * * v. 


incentives ' ' 
^ t)roducer incentives 

consumer i ncent i ves 
^ markefVnechanism 

resource allocation 

pVices * * • - 
^ ' 'compTetition - , ^ ' . . . * _ - i . 

circular flow of income 
/ profits aKjri losses ' 

property rights 

limited government.. 


•*TESt 
ITEM 
-' NUMBERS 


'l, 2;^3, 5,7, 
37,, « / 


■4?>5, 8., 9, lO.-lV.I^.' lS, T4^,- - r > - ^ 
34, 35, 36-, 36,, 42^/ \ - 
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Supply, Demand, Markets 
and Prices ' 


Evaluation. 0^ the Free 
Enterprise System 


Each student will define the concepts 
"-supply" and "demand" and describe^ 
how changing relationships 'between 
supp^ly and demand 'affect "prices. 

Each stIJaent will des-cribe the Kole 
\j\ \>\ li^cck III a 1 r cc iiiarKcL cLonoiuy* 

T Each student will describe varia- 
bles that go together to defjQe a 
"market structure,." ' 

'/ 


Each student will compare and contrast 
economic systems. in terms of their 
^ "a 1 locative efficiency?" ^ ~ • 

Each stud^jrt will explain how'alterna- 
twe priorities among goals of society 
^ may affec4: the nature* of a given eco** 
riomic system. i 

Each student will evaluate the impact of 

governmental intervention in the private 

sector. * — - 
* > 


ma 1/ D ^ 

supply and demand 
' shortage 

surplus / ♦ 
'market structure, 
"other thina<; bpina pmial" 

^ r ^ — ■ 3 ^ 


- . • • 1 • 

' goals of society - j 
system performance^ ' ^ 
al locative efficiency- 
role of governmenjt ... ' 
* externalities 


15, 16^17, 39, 40, 41 , 
^ 44, 45, M6, 47, 50. \ 


: £ — . — ; — 

18, 19, 20; '21% 22,\3, • ' - ■ 
24, 25, 26, 27, 49 J 



.... ^ 
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TOPICS 



BEHAVIORAL 
OBJECTIVES 



MAJOR 
CONCEPTS 



TEST ITEM 
NUMBERS 



Econonrfc Performance: 
Measures and Dimensions 



Each student will define the concept i 
"labor force," "full employment," and 
"unemployfnervb. " 

Each student will identffy and describe ; 
measures of economic, ^performance including 
"gross national product" and "net national 
product." \ 

Each, student will name selected^ data, s'ources 
where information^^^^relating to' measures of 
economic performance can be founcL ^ 

• \ 

Each student will identif^^f-^levels of recent 
, rates of inflation' and will describe the . 
impact of both inflation and deflation on 
prices and purchasing power. \ . ^ 

Each student will define and .differentiate 
among the concepts "amount," '"rate,""/jidex 
number," "real value," and •^'nominal /value, " 



amounts, ra^es index numbers, ^ 
real values, nominal values, production^ . 
employmeht, income, prices, Tabdr. force, 
gross natiorlal product, net national 'pri3-~ 
duct, income distribution 



28,^29, '30, 31 , 32*, -33; 48 
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APPENDIX D 



A T)eve3opmental Version of a. SO- Item Test 
in Free Enterprise -.Educat\on 
■ and Key ^ 
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TEST OF FREE ENTERPRrSE UNDERSTANDING 
' (DeveTdptental Version) 



U &s^ds producejct by man's ^past efforts ^that ar^e avjailable to-produce 
, otf^fej;^ goods fin the future are known, as 

a. trust accumul^tion^goods*. . • ^ ^ * / 

b. capitaT goods • \ *• ^' ' ^ , ^ "^'**V 
^^-^T — 'preLzassessed goods ^ ^ ^ 

d:. competitive goods^^ 



2.^^nce wants exceed available resources, /people, in deciding how 
.,^^^to use .these resources^ are^ fp/ced* to ^ ' * 

^ a. 'abandon^~Ttrei^'-wants-_^_^ 

b. call on the government. 

c. .make choices. ^ / 

d. c^ll in their margins/ 

When a decisio^n is made**to use a scarce resource in"a certain 
way, somethin^g" ts given^up:; The term that is used to describe 
what has been giyen up i§ * « • 



3. 




^1 




a. marginal resource. 

b. oppor^nity cost. 

c. d'lchotomous expense.^ 

d. * ut^ility decline po.int. 



4. Which o'f the following* statements most accurately d^scribfes the 
effet!t of individual economic incentives- on consumer behavior? 

a. Consumers reduce their desires to obtain total satisfaction 
and accept the limited amount of goods they can -afford^ 

b. Consumers allpcate their limited incoiTies to maximize their ^ 
-iota! satisfaction^ . 

c. Consumers increase their savings and refuse to buy goods 
beyond those" they neeci for ph'ysical'^survi val . ^ 

d. Individual consumers adjust their desires so. that thev 
l^he^sa me l evel as those of eVery-pther consumer 

in the Society" 

In the American efconomy, the most 'i^ortant motivating force 
beh,tijd economic behavior is /-^ * . . . - -y^ 

a.- governmental action. 

/b. individual economic incenls|ives. - ^ ' 

collective incentives. 



c. 



d. ceritl^aV planaing. 
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6. Which of the following statements is most consistent with .the definition 
of "oppfortunity cost?'* • . ^ ' i * 

a. The cost of opportunities parallels shfits in negative demand cuVve 
ratios. ' • / * • * 

.cost of any act chosen is equal tOv the cost ^of any other act ' 
given' up as a result of that choice. ^ ' * n 

c. Costs reflect entry-level surcharges that ocaur when businesses , - 
^ are first opened. ^ . ^ . ^ ' ^ 

d: Costs reflect philogenous variables, whereas prices reflect protog'enous ' < 
variables. ' ^ - ^ ^ 

.7^. Costs ' ^ ' ^ . 

a. - are always measured fn terms of money. ' , • * 

b. may include things other than monetary costs. 

c. never include monetary considerations. . 

d. ^ always exceed residuals. 

8v Producejrs are encouraged to use productive resources. efficiently . 
because of r - ^ ^ \ . 



/ 



V. 



a. consumerism. 

b. egal itarlanism. 

c. competition. 

d. government regulation. . ^ 

9.* Th^ conflict of interests between consumers andTpr^oducei^sn's reconciled' 
bfthe . . ' 4' < 

V a. Federal Reserve System. - i . - 

b. fiscal policies of the gpv'ernment. 

c. market mechanism. ' ' * 

d. rulings of judiciafl economic arbiters- 

id In aj competitive market „ adjustments in prices, se^ve to 

• a. allocate resources towa^^/uses most highly valued by society 1/ 

'^^^ b. allocate resources inefficiently. . ' ' ' ^ 

c. decrease competition. . ^ ^ - ^ 

\ d.. create severe' misal ignniertts betv/e^n demands, for goods and supplies 
of qo(Jds. \ . ' ♦ ' ' 



11 The principal resource allocation \SYStem of a free enterprise economy ils 

a. mon,etary 'polidy'.; 

b. . fisdal" policy. \ y I 

c. markets and prices. ^ \ <^ ^ ' ' . \ 

d. regulatory mandates. ! * « * ' 




5y ■ 



"12. 



60 



13 



14'. 



In one directldn; therk isCi cirtfjjlai^^flow of n^ney ffom*4)tJsiness to 
households in tVie form of Thcome';,(salaries) and from households to 
business in the\ form, of ^money spent for goods and services. There 
is also a flow in the^opjpcgite d%ect|o'n^. consis^t-qj^g of - 

a. 'productive resources ^nd- fin^ished^.gppd?! / 

b. business income and finished goods. . * . ' 

c. productive resources , and public expenditures, . ' ' 

d. ..business income and^productive resources. 

Which one of the following "psfirs^ of characteristics is most"^ closely 
associated with a? fr^e" enterprise economy? ' 

a. central planning / coiicern. fon-equTty. . , ^ . 

b. rights to private property/ belief, in limiting governmental 
y action in the^eaonomic sphere. . * 

c. utili^?n^ fiscal! policy to prevent high unemployment/belief >n " 
enlarging governitental acti'bn in; the economic sphere. / . 

d. trad'ition-niandatep consumer decision-making/ concern ^or stability. 

Business losfe^ are signals from consumers that are-Hkely to result 
in 

a. 

b. 

c. 

d-. 



f I 



an increase in production, 
a decrease in production, 
no change in- production, 
employment of addi-nional.'l^orkers, 



15. 



WJjich of the fofl owing best describes the teni\ "market" as it is 
ujed by economists?^ ' ^ 

a. a place where stockk^^and bonds are traded in New York. 

b. a place where liqiiia assets, particularly'cash <^nd'" demand 



deposits, are .held. 



16. 



b. di-sc6uht and Rediscount. 

c. schedules of supply and demand.. - 

d. "* margin costs and maximal utility ration. 



n escrow-. 



c. a mechaaisni which f<icilitates exchange among buyers. and sellers 
• of goods ^'^seryices, and productive .resources. 

d. a building where rei;ailers and purchasers come togethpr*< for 
the purposes of resources exchange 

The totals of all, individual decisions to buy or sell in a" market 
can be represented by ' 

a. inde'pendently elast 



c volume curves. 
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WRen a shortage exists in a free market, .we cm conclude 

a. .^vthat the current price is- hi'gher .thaa.the equilibrium price. 

b. that the current* pficb .is lower than the equilibrium' price. 

c. that the current price is eq,ual to the equili^brium price. ^ 

* 

d. ^nothing about the current price and its re.lation tX). the 

equilibrium price. ' ' * , 

Freedom of -enterprise refers to all of 'the foUawing excepto r 

a. businesses' freedom to acquire^ resources t^ey djesire and for 
which theV are able to pay. " ; • \ 

b. businesses' freedom to secure governmental regulation of "unfajr"^ 
coniuetition. . ^ ^ ' . 

c. TusTnesses' fr^e^dom to produce any product and offer it for sale ^ 
^t any price they desire. 

^. businesses' freedonT to invest in any way they please. 

Freedom of individual choice, refers to all of the following except : 

a. individuals'^'^freedom to accept any job subject only to the 
limitations af their abilities. 

b. individuals' freedom to quit any job. 

c. individuals freedom to use their own resources subject to no , 
• restraints whatever. ^ ^ . 

d. '^individuals' freedom to buy any goods subject only to constraints 

of their. own budgets. , \ ^ ■ * ' 

The concept af "technical efficiency" refyfers ^o which 'of the following 

a. distributing large numbers of goods to promote the highest 
social good in accordance' with regulations 'of the .govenhhient 
that set prices low. * ; 



b. .allocating resources to achieve the ma^xlmum possible "output" 
for each unit of "input." ^ ^ , 

c. ^ using la nge numb?r.s of moderately paid workers lk) produce goods' 

rather than smalj. numbers o'f highly paid worker^.' . . • * ' 

d. ' allocating resources in sychji way- that the total valu^ o.f goods 

Is regulated'by a centra-l^'pl'anning 'authority, j * ^ 

"EcpnomMc. stability" commonly refers to both * * ;^ 

a. - prices and demand. ' ^ < 

b. employment and wages^ ' * ' ' 

c. prices and employment*. ' ^ , ' ^\ 

d. employment and demand. . . * - ^ * ' • 
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22. Economic growth results when there is an increase in 

a. total nominal dollar wages paid. to workers. 

b. total nomjnal dollar value of products produced. 

t: ' per capital- -^output of th.e 'economy in "real" dollars. • ^ , 

d.' total face value of money in circulation. " ' 

23. Free enterprise advocates a limited role for government in tffe ^ 
Economy sp as to 

a. prptect individual freedom. , - - 

tr."- guarantee 'price stabil-ity. ^ • \ - 

c. equalize distribution of goods produced. 

d. assure increases in per capita economic output through federal 
planning. 

24. "External i^'es" refer to ' ' 

a. ,both costs aad benefits of production not registered 'in the maVket 
place. * 

j^'^ '"IF « • 

b. cbsts firms pay for materials in addition to those incurred for 
raw materials. 

« 

c. cost factor's associated with resource .location a.s opposed to 
resource transformation,, /; 

d. regulatory activities of fed'eral" agencies. 

25. The free enterprise system automatical ly^^ncourages . . 
• a.' technical efficiency, but not economic efficiency. 

b%. technical, efficiency and economic e/ficiency. 

c".> economic efffciency, but not technical efficiency. 

d. economic inefficiency. ' ' i ^ 

26. Because of "externalities," the free market, system^ 



1 



,^ may not achieve the optimum level of -production of public 
or -social goods. 

b. never overproduces any commoiii ties. 

c. assures that eaCh household receives an equal allocation of 
resources. * . : . " 

d. 'depends pn the government to .identify items in short supply. 

If efficiency tan *be achieved only through larg^ scale production, 
one consequence may be ' ^ . • 

a.^ a^ tendency for competition to increase because more firms are 
>iikiely to go into production. ^ 

bv a terjdency for a smaller total number of firms' each to acquire 
• a ^snta-ller total percentage of mark-et power. * ^ ^ • 
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^C. a tendency for there to be less compelition among, firms and' 
. gf eater mar4cet power for each. 

, d. 'ap el infination of governpiental interest in business regulation. 

28^. Infjlation >s expressed as' 

a. \ an^ amount'. ^ j 

a rate . ^ ' - , ^ . ^ . . - 

' ' ' ' " ' ' , 

c. a combination of an amount and a rate. 

d. '* neither an amount hor a rate.. ^ 
In economics, the "real" value of an- item refers to ^ *. 

a. its intrinsic value, in teirms of its worth in exchange-for ' 
another item. ' . ' - j ^ 

b. the numerical value that has been attached to th^ item. 

c. what the government says the item is worth now. 

d. .what the government says the 'item was worth when tt was first-- 
produced. \ . > - ^ 

, ' 30. In economics, the "nominal" value of an item refers to . ' 

^'^ ' a. the numerical value (perhaps the price in doMars) attached . 
^ ' to the item. * / . / • 

b. -an uncha'nging instrinsic -value attached to the item:. ' : 

' c. the name ^r nlominurji given to the item. 

d. the fixed value a-ttached to each uiijt of an item thaf'remains 

unchanged overtime.- ^' * ' ' * 

31. The "labor force" includes ^ ^ ' 

a. those 16 and older vih6 are able tt) work, 
h: those .16 a^nd 'older who are willing to work. 

c. - those 16 and aldeh who are willing and able to work. 

d. ' those 16 and older who are currently v/orking, 
32'. "Net Nation^al Product" is defined as . 
\^ .a.^ Gross IJational ^Product minus depreciation.* . . ^ 

b. Gross National F'orduct'plus depreciation'. ^ . . . ^ 
>^ c. National Income iiiinus depreciation. 

(L . Natiohal Income pips depreciation. ^ . 

32. Mabel Smith , trained as a te^Pcher, itDw is married and chooses to stay 
home with her two pre-school children. Ronald Allen," a 21 year-old 
erfgineering student^ this' fall is Jtakfng a full load pf course's at 
the state university: James Johnson "has graduated from college and 

^ " ' is looking ^^'^ position in his major field, accounting. 

^ 

' • ' . J , . 74'/ * . ^ ' 
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Which of these individual is (are) part of the "labor force"? ; 

' v.- all three . * . 

b, Mabel Smith^and James Johnson. 

* • 
c- James Johnson. - * k 

d. ^ Ronald 'Allen. • * - * . . 

34. The stronger the property rights -are, . ' 

a. the greater , the. power, jDf . government. 

b. the more limited the power of government. ' - 

c. the Diore -central i zed the economy. . - ' - 

d. the. more regulated is business. . ' ^* 

35. Basic to the principle of "right to property" are individuals rights lo-^ , 

a. decide the use of property aiid to transfer rights of [iraperty. 

b. decide the use 'of property but not to transfer rights of\property. 

c. transfer rights of prsoperty but not to decide the use of property. 

d. deny property rights'of others. . 

36. ' Private property rights ' * / ' .. - 

a. result iflf owners lacking incentives to conserve on fesource^use. 
b'. result fff oWbers having incentiv«es to conserve on resource use. 
c. result in owners exploiting resources irre&patjsibly. 

I' ' d. prompt owners to utilize scarce resources quickiytq take' 

advantage of high -prices. ^ . ^ ' . 

i ^ . * ' ' • ' ' . ' 

37. A go^od is "scarce" when , . * . - * 

a. ' the total supply available in a given year is much reduced from 
the total supply available during the previous ^ear.: 

^ b. tlijere is hot enough available for an individual to h^a":ve all |ie 
w3nts without sacrificing -something else he wants.' 

c. the government includes it^on the official "scarce c6mmodities" 

' * . ^ > . • *^ 

, d. it-can-'^be had 'V' desired quantities with no sticrifige of other 

»■» ^ • • ^ 

' desired ^goods . • u- ' • . 

'38. Competition; a condition that is not ulnique -to the free e'nterprise 
* system, resutts betayse- of 

a. natural comt)ati veness of humew bejngs..^ , * • . " 

b. a natural law mandating equal distribution, . of M^'esources. 

c. scarcity in a multi -person world.' . \ 

d. needs. for ^competitive affiliation. ^ . % ' <i* 
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An^"effecti ve want" is characterized by 

a. a simple verbal ized ^expression of desiVe for a given item. 

b. ' a willingness to commit resources to satisfy a desire for h 

given it^ " ♦irf^ \ 

c. a desire for a useful item. • ^ * « 

4. a desire for a given ftem that, in turn,^can satisfy other wants. 
"Demand" measures only ' ,^ - . ' 

cC. effective wants. ^ ' 

b. descriptive wants. ' ' ^ 

c. parsimonious wants. ^ ^ 

d. prescriptive wants. , * . ' 

Analyses of changes in price mov^ent from one market equilibrium 
to another resulting f^n a change in demand' assume that 

a. New National Product always exceeds Gross National Product. ^ — ; 

b. . all other things are equal. * 

c. inflation assures growth in "real" purchasing power. 

d. .results will always reflect economic growth. . 

Competition results* in all o/* the foil owning ^except 

*a. diffusing buyers ands seller so that the^^ctions of no single 
individual 'will significantly influence the price of a product.- 

b. . dispersing economic power* \ . 

c. assuring that wants* of each individual will be met. 

d. preventing individuals from- manipulating t|^e market. 

There is a seldom-occurring, compound in nature known as derma torum . 
It has no khown use. "The total world supply is es^timated' to be less 
than two metric tons. . * 

InJ96V, c^little^known San Francisco rock group, The DolefuV_ 
Peanut Butter, recorded a song entitled -Pinedpple Panache . T|^ song 
)ias become^a highly priced collector's item that is much in favor 
among the hunaVeds of fans of The Doleful Peanut Butter, Only*orie 
thousand copies of Pineapple Pinache were released. . , 

Which of the following statements accurately describes the scarcity . 
of dermatoru n\*and 6f the Pineapple Panache recording? 

a. Both derma tprum -aiid the Pineapple Panache re.cord are 9.carc«. 

b. Only the derma torum i>^scarce.. ^, - 
Only the Pinedt^pJ^^^nache record is scarce* 

d/ Neither the dermatorum' nor the^ Pineapple Panache record is s^Vce. 
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44, In economics,, the "Law of Demar^'' says that 

a. ^ the powe'r of demand excefed^ .that of supply in determi^ingf , 
J, m^Ket prices. * ^ . ^' 

b. as price increases, the quantity demanded increases and vice versa. 

c. ^ as price increases, the' quantity demanded decreases arixl vfipe versa. 

d. profits are controlled exclusive^l^y by product demand. ' ' , 

45. In a' competitive labor market for elevator operators, assume an :v , > 
equilibrium wage rate of $2.00 per, hour. If tomorrow, the government " 

. sets a. minimum wage rate of $2\50 per. hour, we should expect 

a. the wage rate to rise to $2.50 'and the number of people em^Joyed 
--as^ elevator operators to Increase. ' ' ^ ' ' 

b. the wage rate to rise to,$Z.50 and the number of people employed 

as elevatoi^ oper^tors-to be exactly equal to the number seeking ^.l" 
sych jobs. " ' ^ ^ 

c. the wage rate to rise to $2.50 and the number of-. pepp'le employed 
as elevator operators to remain unchanged. 

d. the v/age rate to rise to $2.50, the, number wanting to work as , 
elevator operators to rise, but the number actual-ly so employed 
to decline. ' * 

»46. The overall level of real wages in the United States is basically 
.a function of . • . ' 

a. ' the level of productivity in the economy. 

b. ' the minimum wage rate'. ' ^ ^ * ^ 

c. l' 9 rate of inflation. 

d. the extent *to* which the government regulates the rate of 
price change and the extent of technological progress. ' 

47. The term "market structure" refers to , ^ , 

a. the number and arrangement 'of bui^fings used by the individual 
\ f i Fm . ' 

b. . the administrative ch^in of aiathority within a given business. 

c. v the. degree of competition among producers, in a given market. 

^d. the entire ^scaling of economic institutions from smafi credit 
' organizations, to*large regional^ banks, and, finaUy, to the 
' Federal Reserve* System itself. • 

48. An income-tax is '^progressive" if * • • ' ^ 

a. the tax rate goes up as income g'oes down. 

b. ». the percentage of income paid as taxes increeses as income increases. 

c. the percentage of income paid as' taxes is the same regardless of 
the si'zp olF income. 

d. fhe tax rate goes down as income goes up. - ^ 
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I 49. The maximum, marginal tax .rate on "earned" personal inconfe curren^tly is 
. . a* f 35 percejit*. ' \ * ^ 

. b, 40 percent. ^ . ' ' 

c, 50 percent, * ' * , . . 

d. WO percent. 

50, • In the United States,* the kind, of business arrangement that characterizes 

the largest^ number of businesses is the - , 

ai cooperative. ' / ^ . 

^ / b. . partnership. ^ ^"^ ' 

c, proprietorship. , ' . . { 

d. corporation. * , . ' ' * ' 
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